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233,000 
more Stockholders now 
than in Nov. 1929 


In the last three years the num- 
ber of American Telephone and 
Telegraph Company stock- 
holders increased from 467,000 
to 700,000. These owners are lo- 
cated in every state of the Union; 
no one of them holds as much as 
1 per cent of the stock; the aver- 
age holding is 26 shares. 

Telephone investors know that 
back of their securities is a busi- 
ness geared to the nation’s need 
for reliable communication. Fa- 


cilities of service have been main- 
tained ata high degree of efficiency 
by the combined efforts of re- 
search, manufacturing, operating 
and administrative functions of 
the Bell System. 

Steady improvement in the qual- 
ity of transmission and greater 
speed in completing calls are typi- 
cal of the value which the public 
buys in its telephone service today. 

May we send you a copy of our 
booklet, ‘“Some Financial Facts” ? 


BELL TELEPHONE 
SECURITIES CO. lnc. 


195 Broadway, New York, N. Y. 














Electric Bond and 
Share Company 


Two Rector Street 
New York 

















“Financial 
Independence 


at Fifty” 


BOOK which outlines 

successful plans for in- 
vestment and semi-investment 
through which you may become 
financially independent without 
taking chances or depending 
upon luck. Shows how to budget 
your income; to finance a home; 
and the kind of insurance most 
profitable. It will tell you how 
to save and still get the most out 
of life as you go along. 


231 pages. Illustrated with tables 
and charts, replete with examples 
and suggestions. Richly bound in 
imitation Morocco, dark blue flex- 
ible fabrikoid, lettered in im- 
pressed gold. 


PARTIAL CONTENTS 


Two Plans Suggested for Initial 
Accumulation. — The Preferred 
Stocks——Judging a Good Bond. 
—The Six Ages of Investment.— 
In-and - Out - of - Season Invest- 
ments.—Insurance for Assurance. 
— The Expectation of Life. — 
Women’s Sphere in Investments. 
—The Professions and Their In- 
vestments.—The Case of the Cau- 
tious Investor. — Assuming the 
Risk Involved.— Group Invest- 
ment.—The Six Per Cent Bridge. 
—Plans for a Young Capitalist — 
The Investor as a Scientific Bor- 
rower and Valued Customer.— 
The Answer to the Engineer of 
His Own Fortune.—Budgets and 
Savings System.—_How to Create 
an Income Worth “Budgeting.” 


Postpaid $1.00 


Only a Limited Quantity Avail- 
able at This Special Price. 
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Nov. 12A 
The Magazine of Wall Street 
90 Broad Street, New York, N. Y. 


Enclosed is $1.00. Please send me a 
copy of “Financial Independence at Fifty.” 


City and State 


[ Please send me without obliga- 
tion your descriptive book circular. 
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An open letter-— 


To Investors Who Are ” Waiting for the Rise” 


Most investors are looking forward to the time when their losses 
will be recovered through a market “rise”. They are of 
the opinion that the present is a critical and uncertain period— 
and in this respect they are correct. However, many are of the 
belief that nothing can be done now toward building profits and 
preventing further loss—and in this respect they are entirely wrong. 


The present is particularly suited for taking the initial steps neces- 
sary if you are to come out “on top”. We do not mean by this, 
indiscriminate purchase of bonds and junior equities. We refer 
instead to the elimination of securities the future of which is defin- 
itely cloudy—or those which may pass out of existence within the 
next few years. Such doubtful situations should be disposed of in 
favor of other securities which, although well deflated, will parti- © 
cipate in any general business improvement. 


We shall be glad to examine your present list of holdings and tell 
you which securities, if any, should be eliminated at this time. We 
will also tell you how our service operates—how it will keep a 
continuous watch over your portfolio and thus assist you in carry- 
ing out a program of safe and profitable rotation. 


Just send us a complete list of your holdings, designate the 
amount of cash available for additional investment, and acquaint us 
with your individual requirements and objectives. This prelimin- 
ary study will involve no cost or obligation—and our knowledge 
of your financial affairs will be held in absolute confidence. 


INVESTMENT MANAGEMENT SERVICE 


‘DIVISION OF 
theMAGAZINE 
@/WALL STREET 


THE MAGAZINE OF WALL STREET for NOVEMBER 12, 1932 

















Odd 
Lots 


Odd lot buying 
strengthens your finan- 
cial holdings, because 
all of the burden is not 
on just one stock. 


Unforeseen conditions 
might affect one stock. 
With your total hold- 
ings divided amongst 
eight or ten leading 
stocks a depression in 
any one of them would 
not materially affect 
you. 


For safety — diversify 
your buying—buy odd 
lots! 


Ask for Booklet M.W. 550 


100 
Share Lets 


John Muir&@G 


Members 
New York Stock Exchange 


39 Broadway New York 


Branch Office—11 West 42nd St. 


























Important 
if you change your address 


Repert changes of address direct to us. 
The post office will not ferward copies to 
your new address unless extra postage is 
provided by you. Duplicate copies cannot 
be sent to replace those undelivered 
through your failure to notify us of change 
in address at least *wo weeks before the 
date of issue with which it is to take 
effect. 
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“WITH THE EDITORS 











Three Years After 


PENING old sores is a painful process but after 
() three years of a bear market it is possible to look 
back on its beginnings more from the standpoint of 


interest and curiosity than of re- 
gret. Indeed some practical val- 
ue may perhaps be derived from 
a glance over our shoulders at 
the absurdities of past peaks 
compared to the more recent 
deep valleys. This is the third 
anniversary of that period from 
October 23 to November 13 
when the price structure that 
reached its pinnacle in the week 
ending September 7, 1929, 
toppled and began the long de- 
cline. 

At the top the average active 
stock as measured by THE 
MAGAZINE OF WALL STREET 
common stock index, which in- 
cludes all active issues traded in 
on the New York Stock Ex- 
change, sold for a price of $1'73 
per share. By mid-November 
the successive waves: of the 
initial crash had reduced this 
price to $105. Today the aver- 
age price of active stocks is 
about $30 and has been as low 
(in July, 1932) as $17.20. In 
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other words common stock values lost 89.9% of their boom 
value between the high of the book and the low of the 
depression and stand a little more than 7% above that low 


at present. In the week ended 
November 1, 1929, trading vol- 
ume was 45,600,000 shares. For 
the week ended November 5, 
1932, it was 4,500,000. 

It is impossible to scan the 
list of prices for individual is- 
sues of 1929 without recogniz- 
ing in them excessive appraisal 
placed on a continuous and 
progressive prosperity. Today 
the estimation of stock values 
reflects more of a wholesome 
caution. Prices have risen suffi- 
ciently from the extreme lows 
to offset the factor of unwar- 
ranted despair formerly ap- 
parent but their behavior would 
also indicate a widespread be- 
lief in moderate and gradual re- 
vival in business rather than any 
rapid return to boom times. As 
a consequence values will prob- 
ably hold more in line with 
actual earnings or very nearby 
prospects, which would suggest 
a most desirable situation for 
sound investment. 
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Labor—A Crucial Factor in Recovery 


How the Budget Can Be Balanced With Increasing 


Taxation 


Two Special Security Features 


Speculative Possibilities Investment Opportunities in 
Among Investment Trusts Merchandising Stocks 
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Profits depend on knowing the month-to-month outlook for 
the securities in which you are interested. Every investor 
needs the timely information provided monthly in this handy, 
pocket-size book. 


“ADJUSTABLE 
STOCK RATINGS” 


Issued on the 15th of Every Month 


Self-Interpreting — Brief Statistical Reviews and 
Expert Ratings of the more than 1600 stocks on 
the N. Y. Stock Exchange and N. Y. Curb Market. 
Alphabetically arranged — With Ticker Symbols. 


Whether you want to keep up-to-date on securities you contem- 
plate buying, or in checking the present outlook and position 
of securities you are now holding, “Adjustable Stock Ratings” 
can be constantly helpful to you. 


Its Ratings are revised monthly to show you the present out- 
look for an industry—whether it is in a strong position—if 
prospects hinge on uncertain developments—if it is depressed 
without signs of improvement. “Adjustable Stock Ratings” 
gives you the position of your company in its industry, whether 
excellent, good, fair, or doubtful. 


Its Statistical Data is essential in judging and keeping track 
of the companies in which you are int giving earnings, 
price ranges, dividend information, funded debts, shares out- 
standing, and latest available information on _ interim 
earnings. 


Its Comments are changed frequently, to keep you posted on 
new developments likely to affect prices. 


Its Conclusions are based on intensive analyses of the combined 
fundamentals of each security—plus its technical position and 
future market outlook. 


Its Ticker Symbols will enable you to find securities on any 
ticker, quickly and easily. 


Assembled in concise form, “Adjustable Stock Ratings” gives 
you, at a glance, the details most necessary to you as an investor. 
“Adjustable Stock Ratings” used with The Magazine of Wall 
Street, and our Personal Inquiry Department, provides you with 
an economical and excellent investment service that should 
enable you to keep your funds profitably placed in sound issues 
at all times. 


A Special Combination Offer brings 
you our Personal Inquiry Service free 


You may only check off “Adjustable Stock Ratings’’ on the coupon below. 
But, we urge you to consider the special offers made there. Not only can you 
take advantage of limited-time subscription rates to “Adjustable Stock Ratings’ 
and THE MAGAZINE OF WALL STREET, but your substfibing now entitles 
you to as many as three personal opinions at any one time concerning any 
securities about which you desire detailed information. Subscribe now while 
you are offered this money-saving opportunity. 


Now, 


The Investors’ Monthly Guide 


to security ratings and statistics.... 





120 Pages 
Pocket-Size 
Revised 
Monthly 









Answers 
All These Questions 
Every Month 


How do the Per-Share Earnings Compare? 

What companies show no promise of early recovery? 

What are the danger signals, if any, on your holdings? 

What industries are going ahead—which ones declining? 

Which companies offer sound profit outlook? 

What lines of business are represented by your stocks? 

What are the Ticker Symbols of 1600 leading stocks? 

What are the High and Low Market Prices for this year 
and last year? 

What is the Funded Debt of each company? 

What is Expert Rating on each stock? 

What is the Par Value on each stock? 

What are the Dividend Rates and Dates, and Record 
Dates? 

What is the present status or outlook? 

Where (on what Exchange) is each stock listed? 
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Enter my subscription to “ADJUSTABLE STOCK RATINGS.” 
(0 Adjustable Stock Ratings, 1 year ...............eeeeeees 


I wish to take advantage of your special combination offers, which give me the privileges of writing your 
Personal Service Department regarding securities I hold or plan to buy. 


(0 Adjustable Stock Ratings ($2.50) and The Magazine of Wall Street ($7.50). Both one year................... 9.00 


eee ee eee ee erry 


Special introductory rate............. 
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E. Kenneth Burger 
Managing Editor 


—Death of Gold Panic 
—An Expensive Safety Valve 
—The Germans Have a Way 

—Another Pegged Price Falls 
—Unearned Dividends 

—The Market Prospect 


DEATH OF INCE June there has been a net 
GOLD PANIC flow of gold to the United 

States every month. In four 
months the net imports have amounted to more than 
55 million dollars. In the preceding eight months of 
this year every month showed a loss of gold, the grand 
total reaching 620 million dollars. In the four months 
the gold reserves of the Federal Reserve System in- 
creased by 280 million dollars. Virtually every coun- 
try in the world except France has been shipping gold 
to us on balance. The leading contributors to gold 
stocks have been England, Japan, China, Canada, 
British India, Mexico and the Netherlands. Until 
September, France steadily took gold from us in large 
amounts, her withdrawals reaching 111 million dollars 
in May; in September there was a trifling balance 
against France. 


C.G. Wyckoff 
Publisher 


The Trend of Events 





Associate Editor 





In considering the significance of our gold imports 
the position of other countries must be taken into ac- 
count. During the four months in which the tide has 
been setting towards the United States, France has had 
huge net imports, Germany lost a little, England gained 
substantially, the Netherlands gained notably, so did 
Switzerland. British India lost heavily. In October 
England sent us only $1,300,000, the other principal 
sources being: India, 6 millions; Japan, 3.4 millions; 
China, 3.6 millions; Mexico, 900,000 dollars. Gen- 
erally speaking, the gold reserves of all the principal 
central banks have escaped reduction if they have not 
slightly gained. 

For the most part United States gold gains can be 
ascribed to seasonal settlements of trade balances, ex- 
ports normally increasing over imports in those months. 
There are said to be some evidences that the decline 
in hoarding the world over is sending some gold back 
to the United States, just as it is returning from 
domestic hoards to the banks. The gain in net imports 
may also be attributed in part to a growing disposition 
of foreign concerns to leave their earnings in the United 
States, whereas a few months ago they were disposed 
to take them home. But there is nothing to indicate 
any flight of gold from Europe. 

On the whole we may conclude that so far as can 
be inferred from the statistics of a relatively short 
period the world has reached something like normal 
stability of gold relations. That is equivalent to say- 
ing that there has been a tremendous readjustment of 
world commerce and finance. 
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AN EXPENSIVE UR foreign investments 
SAFETY VALVE () were a valuable safety 

valve, a prominent in- 
vestment banker recently told the Investment Bankers 
Association. His reasoning was that if we had kept 
at home all the millions which we sent abroad in the 
last five years of the boom they would have gone into 
even greater industrial expansion of domestic enter- 
prise than took place. Then how much greater would 
have been the crash! We wonder. 

In any case a wise Providence opened the way for 
American dollars to disappear into German stadia, 
South American government buildings, and other 
equally unproductive enterprises. Our foreign loans 
were a valve all right, but many holders of the cer- 
tificates are wondering about the “safety,” as the 
article on South American bonds in this issue points 
out. No doubt we mercurial Americans need safety 
valves in great periods of exuberant prosperity, but the 
next time the pressure of a few billion dollars threatens 
to accumulate wouldn't it be better to try blowing off 
at home? 


——_ 


THE GERMANS 
HAVE A WAY worthy of consideration. 
There, as here, business 
needed a starter. The government provided it. Realiz- 
ing that heavy taxation was keeping business down, the 
government hit on the scheme of issuing industries 
vouchers for future taxation, not being able to reduce 
the current burden. These vouchers are good for the 
remission of taxes in case they are used productively 
now. They may be sold or discounted but the proceeds 
must be used in increasing production and extending 
employment. All previous schemes for increasing em- 
ployment failed because every suggestion for financing 
them ran up against the artificial creation of credit 
and money, with its threat of inflation. The present 
plan does not involve the dangerous use of credit, be- 
cause even if the vouchers are used as collateral the 
proceeds will go into production and the new commodi- 
ties will be balanced against the credit. It is expected 
to be additionally effective because the employer is 
accorded under other legislation the right to reduce 
wage rates within certain limits, provided he propor- 
tionately increases the number of employes. He 
simultaneously gets credit and lower production costs. 
This plan seems to reduce taxation, stimulate produc- 
tion and make jobs. Ifeit works, it will create buying 
power, and that will mean more jobs and more produc- 
tion—and soon there will be a benign cycle of expansion 
in place of the vicious cycle of contraction that bedevils 
the industrial world everywhere. 


Cogent latest plan is 


— 


FTER being held 
by common con- 
sent of the steel 

industry at 543 per ton for more than ten years, the 

price of steel rails has now been reduced to $40 per 


ANOTHER “PEGGED” 
PRICE FALLS 


ton. It is the announced hope of the industry that this 
modest concession will stimulate increased buying by 
the railroads. Some observers, perhaps letting the wish 
be father to the thought, have even forecast a “wave” 
of rail buying. Such has not appeared and is highly 
unlikely to appear in the near future. The railroads 
as a whole lack the funds for heavy buying and are 
showing a wholesome disinclination to go any further 
into debt than is absolutely necessary. The real sig- 
nificance of the change in price of rails is that it is 
merely another example of the fallacy of all efforts at 
artificial price control. It need hardly be said that in 
a decade the steel industry has learned to produce rails 
at lower cost. The price should have been cut long 
ago and it is open to question whether, if it is to bring 
in any substantial volume of business, it should not be 
cut still further. 


HE dividend policies of several 
large corporations, notably 
United States Steel and Gen- 
eral Motors, have recently commanded widespread pub- 
lic attention. The Steel Corporation declared the 
“regular” rate upon its preferred stock and General 
Motors the “regular” rate upon its common shares. 
Both decisions had been awaited by Wall Street as 
possible straws in the business wind. Since current 
earnings of neither corporation are sufficient to cover 
dividends, payment out of accumulated surplus is sub- 
ject to an infinite variety of interpretation, much of it 
very silly. Thus, there is the explanation that 
“political motives” were involved. Another interpreta- 
tion of the declaration of an unearned dividend by a 
leading company is that it represents an informed vote 
of confidence in the business prospect. Both such in- 
terpretations should be taken with a large grain of salt 
by the security owner. The essential fact is that both 
United States Steel and General Motors possess large 
liquid reserves put by in good times. These accumula 
tions belong to stockholders and should be distributed 
as long as the payment does not reduce reserves to a 
dangerous extent. Determination of the safety point 
can only be left to the discretion of directors. What: 
ever their subsidiary motives, the amount of cash on 
hand is the real determinant. In any event, a com- 
pany’s dividend is a very unreliable guide to the poten- 
tial investor. He would do far better to focus his atten- 
tion upon earnings, for these will sooner or later de- 
termine dividends and market values. 


UNEARNED 
DIVIDENDS 


—, 


UR most recent investment 

() advice will be found in the 

discussion of the prospec: 

tive trend of the market on page 80. The counsel em- 

bodied in this feature should be considered in connec’ 

tion with all investment suggestions elsewhere in this 
issue. Monday, November 7, 1932. 


THE MARKET 
PROSPECT 
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As r SCE i [ — By Charles Benedict 





The Expected Has Happened 


OOSEVELT has prevailed. 

The spirit of resentment against the powers that 
be, that always slumbers in the American breast has 
once again asserted itself. Defiance of 
the established order came over in the 
Mayflower, burgeoned in the War of 
Independence and a new nation, ran 
riot in the Jacksonian era, rose in 
wrath in the seventies, all but con- 
quered in the nineties, bloomed again 
under Theodore Roosevelt and Wood- 
row Wilson, and is once again in 
power. It is the blind manifestation 
of the inherent democracy of the 
people—a bitter protest against a 
malignant fate, which forever post- 
pones the millennium. Rude and mili- 
tant, this spirit of revolt, forever hope- 
ful, recurrently masters the country in 

the battle of ballots. 

No logic has ever yet overcome the 
belief of the masses that those in power 
are responsible for what occurs. And, 
to a large extent, they are right this 
time. Whosoever’s the blame, power 
has been abused, the masses have been 
exploited, government and_ business 
have been frightfully mismanaged. 

Now that we have settled our differ- 
ences by the ballot, it is incumbent on 
both sides to accept the decision in 
sincerity and good-will.. ‘The defeated 
must give the victorious a fair chance 
to redeem their promises to the elec- 
torate. The victorious must eschew 
vindictiveness and proceed promptly to 
prove their fitness to rule. The time “#™* 
for easy promise is over for them— Wide World Photo 
acts, not words for them henceforth. 

The two outstanding problems immediately before the 
new administration will be unemployment and govern- 
mental economy. Much is expected of it on both scores, 
and it has promised much. Labor must be restored to its 
jobs so far as government can do it and the federal budget 
must be reduced by 25 per cent. The two problems are 
elated: balancing the budget by increased taxation will 
make for unemployment. 

Taxes are being paid out of capital today, and that is 
not conducive to the increase of payrolls. In slashing the 
budget there must be little reliance on the possibilities of 
improved revenue receipts. The hopes that have been 
pinned to the early legalization of beer and a large income 
from its taxation must not be allowed to divert attention 
from the actualities of the growing deficit. 

The entire power of the Federal and State governments 
must be instantly concentrated on the ghastly problem of 
unemployment in the midst of measureless latent demand 
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for goods and services. If the available work cannot be 
spread out by law it can be so spread by the insistent 
pressure of government. Governments can regulate their 
own employment—and they have mil- 
lions of employes. They can, if 
necessary, mobilize public opinion to 
compel private employers to active 
absorption of the idle into industry by 
shortening working days and weeks. 
Give every man a job, even a little one, 
and it will be amazing how quickly 
new life blood will course through the 
veins and arteries of the social body. 
The whole psychology of the nation 
will swing from fear and despair to 
courage and hope. 

We see no reason why the victorious 
and the vanquished cannot unite in the 
last session of the present Congress to 
do promptly that heroic cutting of the 
budget which both have solemnly 
promised. Neither can we see any 
reason why partisan differences should 
delay all feasible legislative relief of 
the unemployed until the new Con- 
gress meets. 

The Democrats are not without 
abundant material for a strong cabi- 
net, and the sooner it is selected the 
better. But already we hear disconcert- 
ing reports of purely political trades and 
deals for cabinet places. Already, it 
seems, high places are being allocated as 
bounties for electoral services—at the 
very moment when our bristling prob- 
lems call for the best brainsof the nation. 
We hope these are false reports. Ap- 
pointees of this type will only help to in- 
crease the fears of business at this time. 

Mr. Roosevelt should -put a man like Owen D. Young 
into the State or Treasury Department; Newton D. Baker 
in State or Justice. Or he might give the State portfolio 
to John W. Davis. Bernard Baruch would make an ad- 
mirable Secretary of Commerce. Al Smith might make 
a capable Secretary of the Treasury; better still, perhaps, 
for him would be the directorship of the Budget and the 
President’s special director general of the whole campaign 
for reform in expenditures. Then there are men like 
Governor Ritchie, Senator Bulkley, Senator Costigan, 
Senator Wagner, and many others from whom to select a 
cabinet and the holders of the great offices without the 
cabinet. These are all men who will impress the nation by 
their capacity and sanity and yet are in accord with the 
demand for a new deal. 

The Democratic party has received the great trust which 
it sought. It must prove its fitness to guide the destinies 
of the nation. 
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q Market Must Face Seasonal Recession in Business and 
Forthcoming Congressional Consideration of Critical Prob- 


lems. 


q Longer Term Outlook, However, Suggests Moderate and 
Gradual Improvement in Trade and Industry. 


Buying Opportunity Ahead? 


By A. T. MILER 


§ this article is written the stock market has broken 
out of its recent narrow trading rut on increased 
volume and is engaged in a test of the October low 

point, at which level nearly 60 per cent of the July- 
September rally has been cancelled. It need hardly be said 
that a reaction of this scope, drawn out irregularly over 
a period of more than two months, is something more than 
“technical correction” of the late summer's overdone spec- 
ulation. 

It is useless to conjecture whether what we are witness- 
ing is a major secondary reaction, such as has usually fol- 
lowed the initial turn out of a bear market. It is equally 
useless to attempt to guess whether the former depression 
lows will be equalled or how closely they may be ap- 
proached. All that the investor or speculator has for prac- 
tical guidance is that for the time being market action is 
none too promising. 


Wait for Opportunity 


Such a technical position, especially in combination with 
a generally unfavorable seasonal setting, calls for a con- 
tinuation of the cautious investment policy previously 
recommended by this publication. Yet at the same time 
it holds much apparent promise of producing an attractive 
buying opportunity in sound securities within a relatively 
short time, possibly within the next six weeks. It is for 
this possibility—not yet by any means a certainty—that 
buying power should for the present be conserved. 

There are possibilities, of course, and perhaps probabili- 
ties that some measure of rally may be seen in response to 
the ending of election uncertainties, but in passing this 
landmark the market merely approaches other. uncertain- 
ties of equal or greater importance. Accordingly, the 
nearby prospect should be of interest to traders, rather 
than to either long-term investors or buyers interested in 
substantial intermediate swings. 

In the outlook of coming weeks there are various factors 
which appear to justify an attitude of watchful waiting. 
While there is always possibility of error in too rigid ob- 
servance of speculative precedent, it nevertheless can not 
be ignored, especially when it conforms to an apparently 
logical basis. In past major depressions it has not been 
unusual for stock prices to duplicate or approach fairly 
closely to old lows before secondary reaction is ended. 

Almost invariably throughout the past the most reliable 
indication as to the underlying price trend has been pro- 
vided by the bond market, which often has held firm or 
advanced while stocks were undergoing secondary reaction. 
At present, however, the trend of bond prices has been 
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moderately, but persistently, reactionary for more than two 
months. Until this movement is stabilized or reversed, its 
underlying causes must necessarily be considered as causes 
also for either hesitation or reaction in common stocks. 


Indicators of the Trend 


Moreover, few readers should need to be reminded that 
for two years the railroad stocks have consistently led the 
general market in both advance and decline. The point is 
interesting in view of the fact that in recent reaction this 
group has been proportionately weaker than industrials 
or utilities. 

Another “market habit” justifying cautious regard, is 
exhibited in the fact that the general pattern of the bear 
market for three years has consisted of first and third quar: 
ter rallies, and of second and fourth quarter declines. The 
seasonal basis for such a pattern is obvious, since hopes of 
significant business recovery almost invariably turn either 
to spring or autumn. 

While no one of these essentially speculative considera- 
tions can be accepted as infallible, there is no reason why 
the aggregate warning which they imply should be ignored, 
especially as long as it finds no clear contradiction in either 
the visible trend of industry or the political prospect, with 
especial reference to the major problems to be dealt with 
by Congress only one month hence. 

The current picture in business is one of moderate 
seasonal recession in most lines. Actually, this represents 
no important change in the underlying position. The real 
change that has come about is in speculative sentiment. 
It was quite obvious in August, as contended by this publi- 
cation, that stock market advance had run far beyond the 
realities. The speculative public, having fared none too 
well at the hands of the pools, is back on the sidelines. 
Speculative imagination has turned from the temporary 
dream of a dynamic business recovery to the sober realiza- 
tion that revival will only be slow and that many major 
economic adjustments are yet to be made. 


Basic Industry Slow 


In most heavy industries progress continues slow. True, 
there has been a substantial percentage gain in operations 
but from a base so low that improvement, however hopeful 
in indicating a gradual movement in the right direction, 15 
without present or immediately prospective significance 
relation to corporate earning power. 

The barometric steel industry is at approximately 20 
per cent of capacity, far below the profit level. From its 
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present depressed level the automobile industry is again 
turning its hopes to new models. Significant improvement 
remains missing in the construction industry. Railroad 
car loadings, the sharp advance in which contributed 
materially to the recent picture, have passed their seasonal 
peak and are declining. Electric power production re- 
mains moderately favorable. The lighter consumption in- 
dustries, notably textiles, appear to be holding their notable 
gains. Retail,trade is substantially above the panic level 
of last summer. 

In the aggregate these circumstances certainly can not 
be regarded as alarming, but neither do they offer any 
cause for enthusiasm as to the nearby outlook. At best, 
the record suggests that business may now be establishing 
a base from which more significant improvement conceiv- 
ably can begin next spring. 

It is open to question whether the security markets in 
coming weeks will be most concerned by the business ac- 
tualities or by the considerable variety of political uncer- 
tainties confronting us. Current stock prices, it must be 
conceded, discount a great deal in the way of business 
adversity if one is not to abandon all hope of ultimate 
normal recovery. ; 

Business developments, however, may conceivably be 
forced temporarily into the background between now and 
the close of the year. The country is looking to Congress, 
which convenes on December 5, for imperative action to 
balance the Federal budget, the deficit for the first four 
months of the fiscal year standing at more than 600 millions 
of dollars, not counting large additional capital expendi- 
tures by the Reconstruction Finance Corporation which 
also are constantly adding to the public debt. 

Unless it be a general revision of the tariff—a threat 
which probably would not in any event have to be faced 
before next summer—nothing is more certain to hold busi- 
ness and investment operations in a state of uncertainty 
and suspended judgment than a revision of Federal taxa- 
tion such as we now face. It is not too much to say that 
the maintenance of 
the national credit 
and of the present 































upon the early ac- 
tion of Congress on 
the problems of 
governmental re- 
trenchment and tax- 
tion. The present 
pattern of taxation 
must be re-arranged 
in more equitable 
and workable man- 
ner, and yet aggre- 
gate tax revenues 
must be increased. 

Unlike some of 
our other economic 
problems, such as 
the complicated 
puzzle of world- 
wide trade barriers 
and uncollectible in- 
ternational debts, 
this all-important 
fiscal problem is 
definitely subject to 
solution. All that 
is needed is the de- 
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termination and the courage to cut Federal costs to the 
bone and then to impose whatever taxation. is necessary. 
If present tendencies continue it is certain that a solution 
will ultimately be forced as the threat of disaster becomes 
obvious. 

Fortunately, there is much reason to hope that with 
the destiny of political administration settled for another 
four years, political bickering can be put aside in the 
interest of intelligent and effective co-operation between the 
legislative and executive branches at Washington. All 
of the remedies heretofore applied by the Government are 
expedients which do not reach the heart of our difficulties. 
The major measure of relief is simply the extension of 
Federal credit to private undertakings threatened other- 
wise by insolvency. This neither corrects the underlying 
causes of corporate distress, nor, in the nature of credit, 
can such aid be unlimited. 

However meritorious the services of the Reconstruction 
Corporation, the support which it lends to business would 
appear small indeed in comparison with that which would 
derive from a complete and assured restoration of confi- 
dence in our Federal finances. A halt must be called in the 
abnormal absorption of commercial banking resources by 
continued Federal borrowing. 

A sound solution of this fiscal problem could be ex- 
pected to reflect itself immediately in business improvement. 
This is not to say that it would automatically lift us back 
to a level of prosperity. It would clear away one of the 
greatest obstacles to sound recovery. It would provide a 
basis of confidence and stability on which business could 
proceed more hopefully to the attempted solution of some 
of the purely economic problems about which literally 
nothing has been done. 

Among these problems are the appalling level to which 
agricultural purchasing power has fallen, the existence of 
vast surpluses, the ever more apparent threat of perma- 
nent or semi-permanent technological unemployment, and 
the puzzle of a disastrous stoppage of international trade. 

These are matters 
for the longer fu- 
ture. Few would 
presume to outline 


improved level of No. 5 
public confidence the possible  solu- 
depends largely tions. One may be 


pardoned for won- 
dering whether 
there is an adequate 
solution for all. 
But, as in the case 
of our budget de- 
ficit, there are at 
least two other vital 
problems afflicting 
business and about 
which it is possible 
to take direct action. 
One of these is the 
crisis in which the 
railroads find them- 
selves—a crisis in 
no way solved by 
lending money to 
corporations which 
are already exces- 
sively in debt—and 
the other is the de- 
cidedly —unsatisfac- 
tory condition of 
(Please turn to 
page 122) 





81 





We have bought and paid for many billion dollars’ worth of 
foreign goods which it would be fatal to accept at present. 


q We must choose between internationalism in finance and the 
protection of our home markets and domestic producers. 


Tariff Changes Can Make 


or Break Business 


By Marvin S. RaTHBURN 


ports of manufactured 





HE South Sea 

Islands boast 

an accommodat- 
ing variety of crab. 
It cooks itself. Put it 
alongside the fire and 
it wili crawl into it 
and stay there until 
done. Some econo- 
nomists would com- 
pare the world to this 
crab. They see it as 
deliberately walking 
into the fire which 
will destroy it — the 
fire of high tariff and 
other trade restric- 
tions. Needing more 


MILLIONS OF DOLLARS 


FOREIGN TRADE OF THE UNITED STATES 


goods in order to 
create and extend the 
market for agricul 
tural commodities, 
The identical argu- 
ments were heard in 
the past campaign, 
with modifications to 
suit changed condi- 
tions. 

A profound differ- 
ence between 1932 
and 1824 is that the 
home market now ab 
sorbs 90 per cent or 
more of all home 
products. This has 
been a difference of 
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burning up what it 
has. 

We in the United States have just come to the end of 
a national political contest in which an important issue 
has been that of high tariffs versus low tariffs. One side 
held that excessive tariffs have been at least a contributory 
cause of the business depression and that the way out is 
lower: tariffs. The other side held that far from con- 
tributing to the beginning and continuance of hard times 
the American tariff has mitigated them, and if firmly main- 
tained will be potent to pull us out of the hole. In the 
main the arguments have been about the same, back and 
forth, as they were when the first Congress adopted the 
principal of protection in one of its first acts in 1789. After 
142 years, in which the tariff has been a major or minor 
issue in every hotly contested Presidential and Congres- 
sional election the tariff debate still goes on, although, 
speaking generally, the nation has followed protective tariff 
policies throughout that period. 

Ever since Henry Clay with his “American System” in 
1824 laid down the principle that cultivation of the home 
market was the great objective of national economic policy 
one side has held that foreign trade is the key to prosperity, 
and the other that the home market is the great 
desideratum. 

Clay held that we must build up the manufacturing in- 
dustries in order to provide a market for agricultural prod- 
cts. His opponents contended that we must welcome im- 
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gradual accumulation. 
A new difference, 
which entered acutely into the recent campaign, is the 
economic consequences of our having become a great 
creditor nation, the world’s greatest, in fact. Another was 
that in addition to having excess agricultural capacity our 
manufacturing capacity is now far in excess of present 
domestic consumptive capacity. Both the agricultural and 
manufacturing groups feel the need ‘of enlarged foreign 
markets but at the same time both would monopolize the 
home market. Each group favors protection, to the point 
of exclusion, for its own products. 

Since the depression set in the position has been further 
confused and complicated by a general rush of virtually 
all nations to tariff and other devices for.excluding imports, 
whilst putting every ounce of national economic strength 
behind the encouragement of exports. Some of the foreign 
high tariffs were perhaps flavored with the idea of reprisal 
against the United States, but the actuating motive of them 
all has been emulation of the American policy and preserva’ 
tion of their home markets for home producers in this time 
of stress and/or to meet the world-wide problems of 
disturbed monetary standards and exchange. Every nation 
has sought to restrict exports and expand imports in order 
to avoid the necessity of exporting gold to settle trade 
balances. 3 

This article is primarily concerned not with a discussion 
of ideal tariff policies in an ideal world of internation 
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good will and economic unity, but with conditions as they 
are when the world is in a state of economic warfare. At 
such a time it is a case of every nation for itself and the 
devil take the hindmost. There are differences of opinion 
in the United States as to how we can best take our part 
in this melee to the national advantage, but there is vir- 
tually complete unity in practice, if not in theory, that 
we must look out for No. 1. In the broad sense we are 
all protectionists. We differ as to the means and methods. 

One cause of difference is the fact that the world owes 
us about 30 billion dollars. In the long run all international 
debts, if paid at all, must be paid in goods or services. It is 
contended that it is really in the national interest to lower 
our tariffs in order to facilitate payment of interest and 
principal of the debts. The great creditor nation of the 
world before our supremacy in that regard was the United 
Kingdom. It always viewed complacently an excess of 
imports over exports because it considered that excess to 
be its profits in trade and payment on debt account. 

But, now, dismayed by the ruin of domestic industries 
and the loss of home markets, it has turned back the leaves 
of history a hundred years and returned to protectionism. 
I: has forsaken the banker for the producer. And the world 
says that it has done well. 


Can We Afford to Be Paid? 


That part of our foreign credit that now enters acutely 
into the tariff problem is the 12 billion dollars which 
is owed by the Allies in the World-War for advances 
made to them during and immediately after hostilities. 
It is due in installments of about 250 million dollars 
ayear. The contention of the debtors, when they en- 
visage payment at all, is that payments must necessarily 
be in the form of goods and services 
and yet that our tariffs make such pay- 
ments impracticable. Accepting their 
contention as valid for the purpose of 
the argument, it follows that we must 
either lower our tariffs or submit to 
cancellation or repudiation. The 
question then becomes one of 
whether it is more in our gen- 
eral interest to forego the debts 
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and keep out the payment-goods or insist on payment and 
admit the wherewithal of payment. 

Getting down to brass tacks, the question is whether it 
is better for our people as taxpayers to shoulder 250 mil- 
lion dollars a year more, or as producers to have their home 
market reduced by that amount. 

There seems to be no doubt as to the answer. 

An increase of 250 million dollars in the Federal budget 
would mean a per capita tax increase of $2 a year. An 
increase in imports of 250 million dollars a year—which, 
being in payment of a cash debt, would not be balanced 
by an equal increase of exports—would be sufficient to 
wreck many of our industries. The losses resulting from 
increased unemployment, disappearance of profits and im- 
pairment of the general economic structure of the country 
would be enormous, and would mount into billions of 
dollars. 


The Greater Problem 


The private portion of the international debts, includ- 
ing in them direct American investments abroad (as in 
branch factories), presents a more serious problem which 
must be faced at some time. The principal, as a whole, 
never will be repaid, either in money or goods. It may be 
looked upon as a perpetual investment if not in part, at 
least, an outright loss. Let us, therefore, consider only 
the income account, of 900 million dollars a year. 
~ Assuming that it can be paid only in 

S goods and services the question be- 
comes: Can we stand an influx of 900 
million dollars a year, not in the form 
of goods to be exchanged for Ameri- 
can goods, but of goods without equiva- 
lent exports? Even in the form of 
trade, such in influx would work un- 
told injury to our self-contained eco- 
nomic fabric, which now embraces the 
domestic production of almost every 
known variety of manufactures, prac- 
tically all kinds of products of the soil 
in demand by our people and pro- 
ducible in the temperate zone, to sa} 
nothing of some that are tropical. 

There is only a limited field of im- 
ports which we would be glad to charge 
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against the interest 
on private debts. 
We are of necessity 
already taking all of 
them that we can 
absorb. Most of that 
900 million dollars 
would necessarily be 





in the form of goods Nation—Monetary unit Dollars 
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self-defense, like to Finland, Markka ........... .0252 
keep out altogether. Norway, Krone .............. .268 
Any such goods that Spain, Peseta ..........-.... 193 
do come in must Canada, Dollar .............. 1.00 
displace a corre- IR sr lars ee 4985 
sponding volume of Se, RR bac adencuse aoe kee -4985 
home-made goods. Brasil, Milseis: ............+: .1196 
Sweden, Krona ...........+- 2680 


Our free list, em- 
bracing two-thirds of 

our imports at pres- | 
ent, fully covers all 


Extent and Effect of Certain Depreciated Foreign | 
Currencies 
(As of October 27) 
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Note—Eighteen of the thirty countries which have gone off the gold standard and 
have depreciated currencies furnished the United States with $535 million of its total 
imports of $1,053 million in the first eight months of 1932 at cut prices in effect. 
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the kinds of goods = 
which are not con- 
sidered competitive—and cannot be normally much in- 
creased. 

Certainly, if 250 million dollars of additional imports a 
year will be destructive of the economic unity we have, 
hundreds of millions more will be annihilatory. Unless we 
change our whole concept of a national economic empire, 
free and independent of the rest of the world, we simply 
cannot afford to be paid. In this connection payment is 
considered in the sense of actual transfer of goods from 
other countries to the United States. Refusal to accept 
such transfer of commodities does not mean that the in- 
dividual investor would necessarily lose his foreign stake, 
but it does mean that, for the time being, he will have to 
leave it where it is, both principal and interest. To enjoy 
his property he will have to follow it abroad except as he 
may to a limited extent swap it for foreign investments in 
the United States. We may witness a considerable exodus 
of American capitalists in the wake of exported American 


capital. 
“Try and Get It” 


Even if we should endeavor to collect, despite our pro- 
tective tariff, two things would happen. The imported 
goods would be reduced in price to such an extent that 
the tariff could not keep them out (in which case our anti- 
dumping law would be invoked, resulting in complete ex- 
clusion of them); and foreign countries would cut their 
imports from us to the bone, in order to reduce the money 
balance against them. We would lose our income from 
our foreign investments and much of our current foreign 
selling. We would suffer coming and going. 

The truth is that we have made the mistake of attempt: 
ing to travel two diverging roads at once. We have tried 
to be at one and the same time an exporter on balance and 
a greater creditor nation. Our American system of self- 
suficiency opposes imports, and our lending policy demands 
them. It might be added that the export of money or credit 
vastly increased our exports temporarily, for the advances 
were largely taken in the form of goods. This temporary 
boom in exports contributed to the creation of excess pro- 
ductive capacity. 

Our composite foreign commercial relations problem has 
for the time being, at least, been rendered thornier and 
tougher by the upset of monetary exchange relations 
through the flight of some 30 nations from the gold 
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50 per cent is offset. 

In consequence we face the fact that depreciated cur 
rencies are nullifying our protective tariffs. The latter in 
many respects have already ceased to be protective. It is 
a question whether the anti-dumping provision of the tariff 
act can be rationally applied to goods which are sold here 
and elsewhere at the ‘same prices (in the currencies of the 
exporting countries) as at home. But the effect here is the 
same as that of the most extreme dumping at unremunera 
tive prices. 

The foreign producer gets his price, as formerly, and his 
American competitor is ruined by an impossibly low gold 
price. 

A reduction of 28 cents in the gold price of the Japanese 
yen makes the dollar worth twice as much in yen. Which 
means that the dollar buys twice as much Japanese goods 
as formerly. It takes a stern patriot to pay a dollar at the 
American counter for what he can get on another counter 
for fifty cents. 

The Treasury Department is deluged with demands for 
the application of the anti-dumping clause and the Tariff 
Commission is flooded with appeals for the elevation of 
tariffs within the limits of its authority. A partial result 
is that while both exports and imports have fallen off stu 
pendously during the depression, the former have declined 
relatively faster. It seems inevitable that imports will over- 
take exports. 

























Keeping Up Prices, Yet Underselling 






It has been brought out in Treasury Department hear: 
ings that Norwegian sardines, thanks to the depreciated 
currency of that country, have put the Maine packing 
houses out of business—and yet the Norwegians got their 
price. With the Japanese yen fallen 55 per cent in gol 
value, small Japanese electric light bulbs are selling at re 
tail in the United States for 5 cents apiece, although the 
cost of production here is 10 cents. The General Electric 
Co. has a stock of 5,000,000 Christmas tree lamps that 
cannot be sold, although an American market for 115 mil: 
lion bulbs has been found by the Japs. Other American 
electrical products are menaced with similar ruinous com: 
petition from Japan. 

Wood pulp from Canada, Sweden and Norway, duty 
free, is coming in at the volume of prosperous times, with 
American consumption cut 20 per cent, and is underselling 

(Please turn to page 123) 
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R. SMYTHE, a resident respectable of Suburbia, 
descends his stairs to breakfast. 
doing pretty well in a business way. He owns his 
home, some life insurance and some stocks. 
True, they are currently 


q If You Are a Stockholder You Are Part Owner in the 


Business 





More Light on Corporate 


Practice 


A Frank Discussion of Weakness and Pos- 


ticularly proud of the stocks. 


worth somewhat less than the purchase price, but there 
is consolation to be derived from the thought of being a 
partner in the biggest of the country’s businesses. 

Sitting down to orange: juice, Mr. Smythe runs his eye 


over the mail. Rapidly 
sorting all known bills 
into one pile, he selects 
an envelope at random 
from those remaining. It 
is communication from 
one of his companies. 
Pleased, he opens it. A 
cheque . . . . quarterly 
dividend No. 57. The 
day has begun well. The 


next letter, containing 
an annual report, a 
proxy form, and a 


stamped, addressed en- 
velope, Mr. Smythe con- 
signs to the waste 
paper basket, which is 
placed for just such mis- 
sives as these. Mr. 
Smythe is rapidly be- 
coming a typical Ameri- 
can stockholder. He can 
smile at dividend checks, 
ecome temporarily mo- 
rose when they are 
omitted, and talk glibly 
in the smoking car of 
prospegts and earnings. 
But the enterprise is 
which he has sunk his 


money and on which he 
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sible Remedies in Present Day Business 


By Henry RICHMOND, JR. 


Mr. Smythe is 


He is par- ~ is foolish in this respect. 








Suggestions for Protection of Stockholders’ Interest 


1. 


2. 


~ 


SNA MN 


S 


10. 


Il. 


12. 


Less indifference on the part of stockholders and 
greater realization of their own self-interest. 
Greater frankness and keener sense of moral 
responsibility on the part of corporate officials. 

No officer or employee stock subscription plan 
should be wholly cancellable. 

The life of a moribund corporation should not be 
unnecessarily prolonged. 

Huge cash surpluses not always justified. 

A Federal charter should be available. 

Public official to represent small stockholders, or 

The small stockholder should be given greater 
facilities to elect a man with similar interests. 

Large proportion of officers should not hold 
directorships. 

An officer not entitled to another salary from a 
subsidiary. 

An officer should not be permitted to borrow 
money from his corporation. 

Minutes of directors’ meetings should be made 
public six months after date, 





- on 





at Do You Really Know About the Company and the 
Conduct of Its Affairs? 







depends for part of his income might as well be in Mars 
for all he does to-participate in its destiny. 

Reasonably intelligent in many other ways, Mr. Smythe 
And there are always the un- 
scrupulous to take advantage of the foolish. The un- 
scrupulous, of course, are a small minority, but there are 
enough of them to make it pretty expensive for the Smythes 
and the Joneses in the course of a year. 
reason, except laziness, which prevents the Smythes and 


Is there any 


the Joneses from exercis- 
ing a control over the 
business of which they 
are the real owners? If 
interested, why the 
apathy? 

As a result of this re- 
mote, unexercised con- 
trol, certain abuses have 
sprung up in big busi- 
ness. There are also cer- 
tain fundamental weak- 
nesses in the way big 
business is carried on 
today which call for cor- 
rection. An unfortunate 
aspect of the situation is 
that the vast majority of 
corporations which carry 
on their business with 
frankness and rectitude 
cannot wholly escape the 
stigma which results 
from the deeds of the 
erring few. 

Because the public, the 
owner of our big cor- 
porations, is too indif- 
ferent to exercise the 
control which is its just 
due, this has been seized 


in many cases by a small 
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self-perpetuating minority. 
The immortality of this mi- 
nority is the result of noth- 
ing criminal or even repre- 
hensible for that matter. It 
is derived from an intimate 
knowledge of the corpora- 
tion’s affairs, access at all 
times to its books, and more 
especially the will to main- 
tain their grasp on the tiller 
of the ship. Nevertheless, 
however well at any one 
particular time the minority 
may be managing the busi- 
ness, such a situation has its 
dangers. Sooner or later, 
answerable only to some 
impersonal, inarticulate, and 
greatly diffused body—the 
ordinary stockholder—there 
comes a time when the 
officers forget that they are 
as hired as any office 
boy and begin to think of 
the business as their own. 
And this, despite the fact 
that they may have little if 
any of their own capital in- 
vested in it. The sequence 
of events seems to be that 
stockholder apathy breeds 
minority control, and this 
in turn breeds excesses in 
the way of bonuses, salaries, 
stock-buying schemes, merg- 
ers and the prolongation of 
moribund enterprises. But 











if these things are bad in 
themselves, they are not as 
bad as the all-enveloping 

















secrecy which so often sur- 


eral public’s ignorance of 
them: “This wasn’t a secret 
Corporate Wealth and Its Diversified bonus. Why, the whole 
A thing was fully described 
Ownership ‘in our annual report for 
7” > 
Site’ tenbeeses dei) 1916.” Is it reasonable to 
Dec. 31,1931 _—_—_ stockholders expect a stockholder to go 
Company (In millions of dollars) Dec. 31, 1931 hark aire than x" dois 
American Rad. & Std, San. ...... 206 30,675 : 
American Tel. & Tel, ......-.-.-. 3,205 645,000 years in order to discover 
Anaconda Copper ...........--+-. 714 120,600 something which applies to 
EEE 22 OTE Te 167 32,383 the existing business, and 
Cities BWWICO on. cc ccc cccwc cc cecee 1,312 513,000 about which he undoubted. 
Columbia Gas ........ccceesceeees 137 48,000 1 —- a oucral a ht t 
Commonwealth & Southern........ 1,156 159,800 .. : g 0 
Con, Gas of New York............ 1,265 82,947 know? 
du Pont de Nemours ..........--. 621 42,465 The same general criti- 
Loree raid MDD AW ss ¥,0.645%.5'0 re ml cism of certain bonuses can 
ener ESE eee , 
General Motors .................. 1,300 295,961 be made of a number of 
International Harvester ........-. 362 21,374 stock-purchase plans, pro- 
International Nickel ............. 183 94,621 moted for the benefit of a 
International Tel. & Tel. ......... wa sr corporation’s officers. A 
Kennecott Copper ............---- . sharp disingtiin dud be 
Montgomery Ward ............-++ 152 69,085 
National Biscuit ...............+: 139 25,687 made between these plans 
National Dairy Products.......... 221 57,000 and those formed for the 
N. ¥. Central R. R. ............5- 1 - ay purpose of promoting sav. 
Niagara Hudson .....-......--.+++ F ; a: Me 
North American .........-....+-. 871 54,500 ings and stock ownership in 
Pacific Gas & Electric............ 709 30,840 - rank ng = of em: 
Packard Motor ........sse.cceees 60 104,756 p oyees. e atter are 
Pennsylvania R. R. .........-+.: — pool usually set out in great de- 
ee te eee “ * eae 117 86,000 tail to the accompaniment 
inet MMI c.occssiaas-...-s 228 31,569 of a hearty self-back-pat- 
Socony-Vacuum ...--.......++s005 1,039 103,700 ting. The former are all too 
Standard 1 See saa oe he pene often presented with a lack 
Standard Oil of California......... , 
Standard Oil of Indiana.......... 763 99,426 of frankness. ad can the 
Standard Oil (New Jersey)........ 1,919 pipe = 8 0 me —_ 
Unteon Carbide  ...ccseccrcsccccece £06 49,365 their rea responsi ility y 
United agin steeseees ees = oe saying that the stockholders 
United provement......... Y 
eS EEN 2,280 174,507 themselves approved the 
SSE See Or eee 176 33,817 plan. It was not so long 
a Includes special stock. ago that a broker could vote 
b Includes preferred stock, but duplication eliminated, | the stock held by his cus- 
tomers on margin without 
| 
saying anything about it. 





rounds their execution. 

After all, if the Smythes and the Joneses know that the 
president of their corporation is taking $2,000,000 a year 
out of it, they are at least partly responsible by not register- 
ing their wishes in the matter. d 

It is not, of course, possible to generalize in determining 
the worth of a corporate official. There is undoubtedly 
much to be said for some system of bonuses. The matter, 
however, should be perfectly clear to the corporation's 
stockholders. Moreover, it is probably the officers’ duty 
te force the knowledge upon them. General Motors may 
be mentioned as being among the companies which has 
always done this. The text of every annual report says 
something about the company’s plans for rewarding its 
cficers and employees, while every income account clearly 
shows the amounts deducted for this purpose. One might 
possibly be able to criticize the plans themselves, but in 
no way could it be contended that the company was secre- 
tive about them. 

In marked contrast to the frankness with which General 
Motors has administrated its bonus plan was the method 
until recently followed by the Bethlehem Steel Corp. 
Among the facts to emerge last year from that great battle 
as to whether Bethlehem should, or should not, merge with 
Youngstown Sheet & Tube was that some of Bethlehem’s 
higher officers were handsomely paid, to say the least. Yet, 
as Mr. Schwab naively stated in effect when called upon 
to defend these payments, and more particularly the gen- 
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While a New York Stock 
Exchange regulation now prevents this without specific per- 
mission, there is undoubtedly much other institutional stock 
still voted with little regard for the best interests of the 
rank and file of stockholders. 

Moreover, those of the average run of stockholders who 
do vote fail to realize the actual effects which the plan 
will have upon their own holdings. To the writer's knowl 
edge, no plan has ever been presented in this way, for 
example: “It is proposed to increase the authorized stock 
of your company from 1,000,000 shares to 1,500,000 
shares. The additional stock will be sold to your company s 
officers at $50 a share, payable in five equal annual in- 
stallments and shall not become the property of the sub- 
scribing officers until it is fully paid. Subscription to this 
stock cannot be cancelled, except that a subscriber may 
notify the company that he desires to make no more pay’ 
ments, and in this case he shall receive the number of shares, 
at $50 a share, to which the money already paid entitles 
him. In view of the fact that the current market quotation 
for your company’s stock is $100 a share, this plan virtually 
has the effect of reducing your equity by 20 per cent. 
Nevertheless, while the plan is admittedly a liberal one, it 
practically assures the continuation of the present manage’ 
mént, which will be given a strong incentive to continue 
furtbering your best interests, and it is the opinion of your 
board of directors that the plan will eventually react to 
the benefit of present stockholders. Further details of this 
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plan are being mailed you under separate cover.” 
Except in the event that the voting of institutional stock 
“railroaded” such a plan through, the Smythes and the 
Joneses would have a fair chance of expressing their honest 
convictions with full knowledge of the facts—the main 
fact being that the plan’s approval would mean that they 
themselves were actually giving up something in the belief 
that the management would be stimulated. to make more 
profits for them later on. 
‘ It will also be noticed that the plan given as an example 
makes it impossible for an officer to wholly cancel his sub- 
scription. Also, too frequently over the past few years 
of declining security markets, have a corporation’s officers 
decided to take their money instead of the stock that they 
had previously contracted to buy materially under the mar- 
ket price. When they are permitted to cancel, what a 
heads-I-win-tails-you-lose business these subscriptions are. 
Let us take an example or two of cancellations or proposed 
cancellations from actual recent occurrences. 


Some Examples 


On March 10, 1925, the stockholders of the P. Lorillard 
Co. authorized the sale of 100,000 shares of the company’s 
stock to employees at not less than $30 a share, while on 
September 7, 1929, they authorized the sale of an addi- 
tional 150,000 shares at $20 a share. Some of the first lot 
were subscribed to, but none of the second. After the 
stock market crash in the fall of 1929, neither $30, nor 
$20 a share for that matter, looked a particularly favorable 
price to pay, so it was proposed to revise the offering, mak- 
ing it 250,000 shares at not less than $10 a share. After 
objection by a minority group of stockholders, however, the 
extent of the revision was changed to cover only the unsold 
portion of the 250,000 shares. Nevertheless, the contro- 
versy over the proposed changes in the company’s bonus by- 
laws was taken to the courts by the minority group and, 
while they appear to have sustained their points so far, it 
is not certain that the matter has been finally settled. 

Another stock subscription plan which failed to profit 
subscribers as expected was that of the Electric Bond & 
Share Co. During the early part of 1929, some 160 officers 
and employees of the company were allotted about 480.000 
shares of stock at $40 a share, the market price being about 
double this figure. Yet, when the stock dropped to 
not far from a tenth of the subscription price—using the 
words of the pamphlet, issued by. certain directors, explain- 
ing the situation—the plan was canceled, the stock was 
canceled, and the money paid in by the participants was re- 
turned with interest. In view of what the Smythes and the 
Joneses suffered and in view of what the employee-sub- 
scriber escaped, “and interest’ was a particularly noble 
gesture. 

Modern corporate practice in re- 
gard to mergers also could be im- 
proved. Consolidations do not always 
take place because the managers of 
the business believe that such a move 
is in the best inter- 
ests of the average 
stockholder. Some- 
times they are 
brought about 
through _ nothing 
more than a lust 
for power, or the 
desire for the high 
er salaries which 
can be taken from 
a larger business 
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At others they are promoted for the purpose of selling stock 
to the public. 

The point must be stressed that it is not through illegal 
action that the average stockholder in a recognized company 
fails to receive his due. It is in those cases, calling for a 
fine sense of moral responsibility, which are decided the 
wrong way. How many times has a moribund enterprise 
been kept alive losing money year after year, because officers 
wanted to continue drawing their salaries? Of course, they 
deaden their consciences with the thought that the enter- 
prise may come back, but the real reason is that they want 
their jobs. And these they hold until that nice little sur- 
plus, which should have been buying necessities and semi- 
luxuries for all the Smythes and the Joneses on the stock- 
holders list, is completely dissipated. 


Better Liquidated 


The records are full of companies which have gone 
steadily downhill, to the disadvantage of no one but their 
little owners. Everyone knows the classical examples. They 
emerged from the World War with staggering holdings of 
cash and securities. They could have given their plants 
away almost, paid off all funded and other obligations, 
called their preferred stocks, and still had handsome sums 
to send their common stockholders. Unfortunately, the 
record shows that they failed to do this. They merely went 
on losing money almost without interruption for year after 
year and are now third-class organizations, for which an 
eventual demise seems inevitable. At the present time, 
looking at the tremendous cash and security holdings of 
some of the automobile companies, and taking into con- 
sideration the prospect of the industry’s continuance largely 
on a replacement basis, it will be surprising if a number 
of organizations do not prolong their existence in the same 
unwarranted manner. 

The keeping alive of sinking companies by means of 
surpluses brings up the whole question of whether the 
withholding of large sums which rightfully belong to stock- 
holders is justified. It is, of course, reasonable that a com- 
pany should build financially to the point where its credit 
is assured. There are, however, serious objections tO a 
manufacturer hoarding his stockholders’ funds to the point 
where he becomes an investment trust rather than a manu- 
facturer. In this connection, and on general grounds onlv, 
criticism can be levelled at the miscellaneous security hold- 
ings of such companies as Corn Products Refining, Allied 
Chemical & Dye, and even duPont, despite the fact that 
the latter's holdings of General Motors have proved ex- 
traordinarily profitable. 

The general objections to over-built surpluses include 
the contention that they promote over-expansion, that they 
exaggerate such difficulties as the over- 
production from which the country is now 
suffering and that the natural correctives, 
bankruptcy and lack of working capital, take 
so long to become operative. There is also 
a tendency for the 
management of a 
“rich” company to 
become soft and 
inefficient. Finally, 
merely because 
there is the money 
to do it, there is a 
tendency to branch 
out into unrelated 
helds. 

(Please turn to 

page 121) 
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Intimate Letters of a 
& His New 


WASHINGTON, D. C., Oct. 28, 1932. 
Dear Perry: 

I enclose that $1,500 to stabilize my account. But feel 
it my duty, hard as it is, to remind you that when I re- 
sumed operations in July you told me that you were only 
intent on making me some easy long-pull 
money. I recalled Jimmy Walker's experience 
with Paul Block, and naively figured that you 
were my Block. Besides, I believed my own 
mess of market dope that the people to whom 
the Lord has entrusted the wealth of the U. S. 
would see to it that the stock market kept 
right on climbing until election day. 

Generically considered, I think that the 
most non-human class of men I know are 
Wall Street brokers. (Nothing _ personal 
about this. It’s just as if I were to say the 
same thing about lawyers as a class.) They 
are as coldly inexorable as fate itself. 

Talking about fate, I stood pensively in 
front of the White House the other evening 
and wondered what the President was 
thinking as his hour of fateful verdict ap- 
proached. Wondered if he thought he 
had missed the economic engineering 

opportunity of an age when he failed to 

attack the crisis in 1930. Napoleon 
launched the Old Guard's attack at 
Waterloo two hours too late. I said some- 
thing like that to a member of the Presi- 
dent’s official family who happened to 
come along. “You've 
got it wrong,” he 
said, “Hoover is 
Wellington—beaten 
at 3, victorious at 7.” 

Which reminds 
me that France is 
mustering courage 
to denounce her po- 
litical debt to the 
United States. One 
of you Wall Street- 
ers told a Congres- 
sional committee last 
winter that nations 
are not bound by 
the same code of 
ethics as private 
persons—and never 
were. But I don't 
agree with him, do 
you? 

Washington so- 
ciety has been - 
ly stirred by the 
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political campaign. It likes to see the many men of wealth 
in the Hoover entourage rushing from gay dinners to make 
political speeches, and coming back like veterans from the 
trenches. It fears democratic drabness should the voters 
go wrong. Hoover has been building up a tradition of 
noblesse oblige among the rich. . So much so, that poor 
men begin to think Washington is no place for them, 
What chance has a career man like Julius Klein, Assistant 
Secretary of Commerce, against J. Trubee Davison, son of 
the house of Morgan; Oggy Mills, with his luxurious yacht 
and paternally provided fortune; Pat Hurley and his 
Oklahoma pile; Assistant Secretary of Navy Ingalls, and 
a host of rich men’s sons in small public jobs and big social 
positions? 

Davison, suffering from a cold and kept from making 
a political speech because his wife hid his clothes, is more 
important than inside dope from Klein on the market for 
American clothespins in New Guinea. 

You inquire about Eugene Meyer and commodities. | 
think he’s sunk in gloom. He’s one of those economists 
who still think that as the farmer goes, so goes America. 
First news he looks at daily is farm products prices. I put 
more faith in such commodities as theater tickets. Went 
to a.show called “Rendezvous,” in New York the other 
night, and paid $3.13 for a seat—so did 75 other people. 
I tell you the shows have got to come down to the level of 
hogs before we can have prosperity. Hope the R. F. C. 
will finance some theaters that want business. Meanwhile 
the free shows of the streets get most of my patronage. The 
pretty girls are an endless delight. Will I never grow old? 
Thost artificial eye lashes bother me a lot. 

Oh, yes,—about Barney Baruch: I don’t know about 
Barney’s benign or malign stock market influence but cer 
tainly that institution has been lately conducting itself in 
the Democratic interest. But, anyway, Barney is a go 
deal of a parlor socialist. Favors more equal distribution 
of wealth. I suppose that’s why he’s getting it all—I mean 
sc he can simplify distribution when the time comes. 

Now I want some more advice: If I get any more 
pay checks after Election what would you do with them, 
no matter who wins? And I'll give you this advice: 
Close your Washington office! Hoover promises to cut 
$500,000,000 out of the next budget, and Roosevelt makes 
it: $635,000,000. What will Washington live on? In 
anticipation, a newspaper is starting a buy-at-home cam 
paign. Self-containment is the stuff! 

Saw George Akerson the other day. You remember 
George. Used to be the President’s secretary until he was 
near starvation on $12,000 a year. Then went to the 
movies. Returned as the publicity big shot for the cam 
paign. George had the time of his life in Cleveland 
Sent ahead to pilot the Presidential cavalcade from the 
station to the hotel, he—round and chubby-—was taken 

“for the President. The crowds cheered frantically. 
applause came so suddenly that George, so the corsespond: 
ents chatter, absent mindedly took it for himself. And 
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phere here is so much purer. Besides we have uplifting 
ideals of self-sacrificing public service. Sometimes I long 
for a little scandal. Give me some from Wall Street in 
your next. 
Yours, 
Don. 


New York, Nov. 7, 1932. 

Deak Don: 

By the time you receive this letter the Election will be 
over and we can again turn on the radio to the four Mills 
Brothers and Ed Wynn without being interrupted by a 
lot of campaign speeches. 

I am really not very much in the humor of writing 
you today, yesterday or tomorrow. Our brokerage busi- 
ness . . . . She fly out the window! Business is so bad 
with us in the Street, that most of the brokers are suffer- 
ing from broken necks, looking at their overhead. 

Last week wheat touched a new low. They had to go 
back to 1592 to find a world price comparable to it. And 
now it is lower again, and the statisticians are going back 
to the invasion of England by William of Normandy to 
find how much King Harold was paying for his wheat 
just before the Battle of Hastings. 

I don’t know whether the old Saxons had charts in 
their day, but believe me, this chart business certainly 
has engulfed even the most conservative broker in the 
Street. I know what I’m talking about. Fifteen years 
ago when I was just a statistician (and drew a real salary 
every week, I wish I did now), such a thing as charts was 
practically unheard of in brokers’ offices. I had a set of 
charts, and about three other houses had someone who 
kept a few. Now they get in your hair! Less than five 
years ago, if you ran across a man who played the market 
with the aid and use of charts, you placed him in the same 
class with Evangeline Adams, Billy Sunday, Houdini and 
Moses. He was a soothsayer, an astrologer, a spell-binder 
and a magician. Most people felt sorry for him when he 
talked about his resistance levels, minor trends, gaps, coils, 
angles and turning points. There was supposed to be 
traces of insanity in the family, and you let it go at that. 

NOW! You cannot turn around without bumping into 
someone who has a chart method entirely original, and all 
his own. Every brokerage house has at least three pro- 
fessional chartists, and nine out of ten customers, sitting 

at the ticker, consult their little books. I know of any 
number of floor traders who go around from post to post, 
first consulting pages of dots, dashes and lines, before mak- 
ing a trade. 

I can’t give you very much scandal from the Street dur- 
ing the past few weeks. There hasn’t been anything doing, 
and besides I haven’t the advantage of Winchell. The 
brokerage offices have no keyholes, and you cannot hide 
under the bed. If there were any beds in Wall Street, 
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they have been taken out since 1929—comprenez vous? 

Yes, I am still bullish on the stock market. It has been 
creeping along so slowly that it reminds me of the farmer 
on his semi-annual pilgrimage to town. “Where you goin,’ 
Hi?” asked a neighbor and Hi answered: “I’m goin’ te 


town te git drunk, and gosh, how I dread 


it!” 


The wise boys around here are still won- 
dering why the regular dividend was de- 
clared on Steel preferred a few weeks ago, 
when they showed a loss of over twenty 
million for the third quarter. 
what Myron Taylor said three months 
ago... . something about the next divi- 
dend depending upon an improvement 
in the steel industry? Maybe they had ex- 
pected to lose much more, eh, Don? It’s 
beyond me. I did hear, however, that there 
was quite a scrap at the directors’ meeting, 
but that the Republican end of the board 
tried a scrimmage off right tackle, and 
rushed the dividend over the gold line with 
inches to spare. Do you suppose the Pitts- 
burgh influence had anything to do with it? 
You know those cantaloupes are still very 
bullish, and have backed their ideas with 


beaucoup dollars. 


That reminds me. 
crats are beginning to get bullish. 
Their leader told a friend of mine that 
within three days after Election the 
stock market, the commodity market, 
and all collateral business lines would 


. 5 < 


start a rip-snorting 
advance. This same 
crowd has. been sit- 
ting on the lid for 
many weeks, and for 
obvious reasons. So 
cheer up old man, 
maybe after Election 
your stocks will go 
up, in which event 
you can come to 
New York again 
and look a _ night 
club straight in the 
eye. 
Faithfully, 
PERRY. 

P.S. I have just 
been looking at 
the charts, and after 
studying the lines 

(Please turn to 

page 126) 
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Retail Trade On the 
Upgrade 


Stability in Wholesale Prices Allows Merchandising Com- 
panies to Make Adjustments Which Are Being Carried 
Through to Profits as Consumer Demand Slowly Gains 


By Artuur L. Van Horne 


turned the corner. 

This is not to say that all necessary adjustments 
have been completed or that a satisfactory level of pros- 
perity lies just ahead. It is to say that, regardless of wide 
variations in the position and prospect of individual en- 
terprises, merchandising in the aggregate has hit bottom and 
is moving gradually in the direction of significant better- 
ment. 

Whether the change is cause or effect of incipient eco- 
nomic revival, it may be accepted as an omen of great im- 
portance, for merchandising is directly or indirectly the 
source of livelihood of a vast number of persons and even 
in this depression year of 1932 will involve a sales turnover 
of probably 30 billions of dollars. 


Be toceed trade gives convincing evidence of having 


More Than Seasonal Demand 


In seeking an understanding of current trends in retail 
trade, it is necessary to bear in mind that in no field of 
enterprise is there such a lack of official and timely statistics. 
Hence analysis must fall into some fairly broad generaliza- 
tion. This, obviously, means the presentation of a picture 
significant in outline, rather than in detail. It need hardly 
be said that all merchants and all localities in so diversified 
a country will never conform with any exact trade pattern. 

For the purpose of this article, however, individual and 
local variations are of no great importance. The chief 
factors of recent and current change are of such basic 
importance and of such broad scope as to be of genuine 
and general merchandising significance. Indeed, they are 
sufficiently general to 


evidence of having hit bottom, greatly relieving the major 
problem of inventory losses and providing a more stable 
base for the adjustment of merchandising operations. 

The acute phase of the slump in retail sales began last 
spring and reached its maximum in July, when department 
store dollar volume in most localities fell to a level approxi: 
mately 30 per cent under that of a year ago and when 
sales of representative chain store systems were running 
20 to 25 per cent under the level for the corresponding 
period of 1931. August and September brought pro- 
nounced improvement, the gain accompanying the sum: 
mer’s general turn in financial sentiment, the rise in security 
prices and in commodities, moderate industrial expansion, 
especially in textiles, and, finally, a definite turn for the 
better in employment. 

In August department store dollar sales throughout the 
country were 26 per cent down from the preceding year. 
In September the gap was narrowed to 18 per cent. Some- 
what above the average for the country, New York City 
stores were down 23 per cent in August and only 16 per 
cent in September. 

The same upward trend in consumer demand was re- 
flected in the business of representative chain systems, aver- 
ege daily sales of twenty such companies in September be- 
ing estimated at 7.6 per cent above the level of August. 
This was nearly twice the seasonal gain experienced in each 
of the preceding three years. Typical of the trend, sales 
of Montgomery Ward in September increased 12.7 per 
cent over those of August. For the four weeks ended 
October 8, Sears, Roebuck sales were only 10 per cent 
under the level of 1931, whereas in previous periods this 

year the decline has ex: 





benefit virtua!ly all mer- 
chants in at least some 
degree, regardless of ma- 
jor variations in the posi- 
tion and operating efh- 
ciency of individual enter- 
prises. 

Two outstanding de- 
velopments are apoarent. 
First, the volume of con- 
sumer demand in recent 
weeks has shown a re- 
covery of more than sea- 
sonal proportions. Second, 


INDEX SCALE 





ceeded 20 per cent. 
Partly due to seasonally 
favorable weather through: 
out the greater part of the 
country, the month of 
October opened with a 
further sharp sales spurt. 
For the first half of Oc: 
tober the dollar turnover 
in New York City de- 
partment stores was only 
14 per cent under that of 
a year ago and there were 
similar, although slightly 
less pronounced, gains 1n 
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HIS new book, timely,—practical and simple,— 
Ts. we sincerely believe, one of the most valuable 

and useful we have ever published. Its prin- 
ciples, used in conjunction with regular reading of 
The Magazine of Wall Street, can prove immediately 
helpful to every investor—every trader. “Dollars 
and Sense” is not dry theory, but a clear, simple 
exposition based on those principles employed by 
the staff of The Magazine of Wall Street in its selec- 
tion of investment opportunities. 
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By A. T. MILLER 
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Here, the author of The Magazine of Wall Street’s Fortnightly 
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a result of the current business situation, together with the factors 
to be considered in taking advantage of speculative and investment 
opportunities in bonds, preferred and common stocks. The entire 
field of investment and profit opportunities are covered, and include 
valuable pointers in detecting buying, selling and switching signals. 


Written by a recognized expert, “Dollars and Sense” explains this 
profitable subject so that you can readily understand and apply its 
methods to your personal problems. 
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lars and Sense” will be sent you with your renewal for one year. 
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—Practical dynamic business economics. 
—The consequences pro and con of currency and credit 
inflation. 
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—Important chapter on a form of investment which may 
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other localities. During 
the last half of October 
the upward trend met 
with a check and it is 
probable that Federal Re- 
serve estimates for the 
month as a whole will 
show sales volume ap- 
proximately 19 per cent 
under a year ago. This 
compares unfavorably with 
the September gap of 16 
per cent but still main- 
tains the greater part of 
the gain since July. This 
recent slackened pace of 
buying appears fairly gen- 
eral throughout the coun- 
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Weather, almost as im- 


THE TREND OF CHAIN STORE SALES 


larged consumer demand 
may be, this is a matter 
about which the merchant 
can do little or nothing. 
In the immediate situation 
the imperative thing is to 
adjust the entire scope of 
selling and distributing 
operations to new condi- 
tions. In this direction 
progress already has been 
substantial. 

Throughout the first 
half of this year, however, 
no degree of improvement 
in operating efficiency was 
able completely to offset 
the double influence of 
shrinking consumer de- 
mand and _ collapsing 


i932——— prices. The latter factor, 








portant to the merchant 





indeed, has been fully as 





as to the farmer, played 
a part in this recession, 
having been much less favorable than in the first two weeks 
of October. Political uncertainties, reaction in commodity 
prices after the summer advance and a general flattening 
out of seasonal autumn business advance also were factors. 


Much Depends on Business 


Allowing for the decline in prices during the past year, 
the current unit volume of retail trade does not differ 
materially from that of a year ago but is still, of course, 
subnormal. It need hardly be said that it is impossible 
to forecast the trend for the rest of the year. That will 
necessarily conform to the course of general business in 
which seasonal year-end recession is the rule and in which 
the prospect is made somewhat uncertain by such political 
factors as assured Federal taxation changes and possible 
tariff revision. 

In any forward movement of business, however, reac- 
tionary interludes are inevitable. Such an interlude in 
coming weeks should constitute a more significant test of 
our underlying position than has the recent gain, for if 
any part of the improvement which has been experienced 
since July is maintained that fact would rather convincingly 
confirm the available evidence that the start of a basic 
economic reversal has 


important in accounting 
for this year’s losses as has lessened sales volume. In the 
case of many merchandising enterprises, particularly those 
of large size, the enforced writing down of inventories 
will account for the major part of 1932 deficits. 

It is not generally realized that during the first six months 
of this year prices of finished goods of the varieties which 
make up the bulk of department store, chain store and 
mail order inventories declined at an abnormally fast pace. 
What this means in terms of profit and loss to the merchant 
is strikingly shown in the earnings report of Sears, Roebuck 
for the twenty-eight weeks ended July 16, or approximately 
the first half of 1932, and in the explanatory statement of 
the company’s chairman. 

“The effect of such a rapid decline,” he said, “can best 
be illustrated by the fact that in spite of a very low in- 
ventory on January 1, markdowns in our retail division 
alone from January 1 to July 16 amounted to about 
$4,600,000, which is approximately $2,500,000 in excess 
of what normal markdowns should be on the volume of 
business transacted. This $2,500,000 represents an absolute 
loss of net profit. Present inventories are marked on an 
ultra-conservative basis and if manufactured goods and 
finished products cease to decline, markdowns and deprecia- 
tion should return to normal in the latter part of the year.” 

During this period the 
company’s sales were ap- 





been seen. This evidence, 
especially as reflected in a 
tremendous strengthening 
of the general financial 
position, is already well 
high conclusive. There is 
a prevailing conviction 
that panic is a thing of 
past. If so, there is 

no reason to fear that re- 
tail trade will return to 
panic level of last 
summer and much reason 
to: believe that a base of 
stability is now being 
established as a founda- 
ton Upon which mer- 
‘handising operations over 
4 period of months should 
able to turn from loss 
‘0 at least moderate profit. 
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THE TREND OF MAIL-ORDER SALES 


SEARS. ROEBUCK & CO. 


WARD &CO. 


proximately $39,000,000, 
or 21 per cent, under the 
level of the corresponding 
period of 1931. Its op- 
erating loss was $2,893,- 
734. In short, if it had 
not been for the $2,500,- 
000 part of markdown 
which the company re- 
gards as abnormal, it 
would have come very 
close to breaking even, 
despite the wide shrinkage 
in sales volume. 

These results can be 
taken as_ representative. 
They indicate that when 
abnormal inventory losses 
cease abnormal net losses 
will cease, at least insofar 
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HE pound sterling has recently declined as low as 

$3.27, or $1.60 below its parity of $4.866. An 
abrupt drop of about 17 cents has perturbed and 
disturbed trade the world around. Are we to have still 
further recessions? Are these recessions the prediction of 
the present that the world is still far from the bottom of 
the depression? 

The general answer to word-wide questioning as to why 
the pound is receding is probably to be found in the fact 
that the British government and the Bank of England are 
disposed to let nature take its course. When the stabiliza- 
tion fund of 750 million dollars was established the popular 
interpretation was that the policy would be to hold the 
pound at about what it was at that time. Now it is ex- 
plained that the purpose of the fund was merely to stabilize 
the curve of decline, not to prevent it. Exchange rates 
would be artificially held for a while in order to facilitate 
commerce, then be allowed to drop to another temporary 
level. The view generally held in American financial 
circles is that it is the settled British policy to let the pound 
descend until it finds its natural level. If it is held that 
the sooner that level is reached the better, there must be 
from time to time rather abrupt falls. 

As to why a sharp step-down was permitted at this time 
there are a number of reasons. Normally, or at least for- 
merly, British policy would have been to meet a decline 
in sterling exchange with an 


What's Wrong With the Pound? 


Persistent Weakness May Be Intentional—lIs 
Return to Gold Standard Foreshadowed?— 
Cheapened Exports Threaten U. S. Markets 


By JoHn C. CresswiLi 










There is the further consideration that the lower the 
sterling rate the better the position of Britain to press for 
revision of the war debts, for as the rate goes down the 
heavier the burden becomes in sterling. 

At the same time, there are causes at work which put 
an almost irresistible pressure on the pound. Even 750 
million dollars has its limitations. It can be frittered away 
in stopping the tide, even though momentarily successful. 
British earnings are everywhere declining abroad. Ship. 
ping returns have almost disappeared, interest and dividends 
on foreign investments are at the vanishing point. The 
recent conversion of British Government loans has occas: 
sioned demands for cash, particularly from foreign holders. 
Civil unrest and the failure of the boom that followed the 
abandonment of the gold standard arouse apprehension. 
There is a tendency to keep what returns there are from 
foreign investments in gold currencies, all of which 
minimize foreign demand for sterling exchange. There is 
also a certain flight from the pound to gold standard coun: 
tries as, for instance, into American securities, caused by 
the lurking fear that sterling prices must inevitably rise 
and bring on inflation. 

So far as artificial control is concerned there is the temp: 
tation to give British trade another flip by further deprecia 
tion of the currency. So long as British domestic prices 
do not rise in sterling, the cheaper it gets in terms of gold, 
the more advantageous it is to 

























increase of the Bank of Eng- 
land’s discount rate. The con- 
version operations by which 
the United Kingdom is replac- 
ing outstanding obligations 
with new ones at lower inter- 
est rates would be hindered by 
a rise in money rates. 

This happens to be the sea- 
son when the British demand 
for foreign exchange with 
which to pay for imports is 
the sharpest. It is a for- 
eigner’s exchange market; the 
lower the pound the greater 
the facilitation of the purchase 
of exchange. To bolster the 
pound at this time would be 
going contrary to the course 
of business. To let exchange 
drop at a normally indicated 
time is more rational than to 
delay further readjustment to 
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STERLING EXCHANGE 
INCE ENGLAND DEPARTED 
FROM THE GOLD STAN 


the British exporter; because, 
while his costs do not increase, 
his export profits rise in coun: 
tries whose currency is higher 
in gold than his. Theoretically, 
at least, if the pound drops 25 
cents that much is added to 
export profits. Having taken 
the plunge into depreciation, 
and got easily over the shock, 
the British government is rep 
resented as being indifferent 
to the descent of the pound # 
long as domestic sterling prices 
can be held at about the same 
level as formerly. So far this 
has been accomplished in the 
main—and entirely in th 
view of the man in the street 
There has been little change ® 
money prices, but there hi 
been some, in fact, for price 
abroad have fallen. 

It is possible, of course, that 
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A Billion Loss in South 





American Investments 


What Shall the Holder Do 


With Bonds Now in Default? 


By Max WINKLER 








NE thousand million = 
dollars is the aggregate 
loss sustained by Amer- 

ican investors, institutions and 
individuals, as a result of their 
having succeeded in displacing 
Europe, as South America’s 
principal banker. Interest in 
arrears on defaulted South 
American loans is accumulat- 
ing at the impressive rate of 
one hundred and fifty dollars 
aminute. The present market 
value of South American ob- 
ligations issued on behalf of 
governments and political sub- 
divisions, as well as those 
which enjoy the “benefit” of 
a direct or implied govern- 
mental guarantee, and out- 


ing the boom. 


issue. 


To sell at current low prices or to hold on, in 
most cases without interest, in the hope of 
ultimate recovery—this is the dilemma of 
many owners of foreign bonds purchased dur- 
In answering these questions 
insofar as they apply to South American issues 
Dr. Winkler’s succinct and authoritative ap- 
praisals of conditions in leading companies 
should prove most helpful. 
justifies we shall endeavor to cover European 


countries in similar fashion in a subsequent 


tracted by these two republics 
and their political subdivisions 
are equivalent to substantially 
more than 1!/4 times the loans 
obtained by all other South 
American countries combined. 
Colombia is a distant third, 
followed by Peru, Uruguay, 
Bolivia, and Argentina, Ec- 
uador ranks last, but this is 
offset by the fact that 
Ecuadorean bonds have been 
in default longest. 

Argentina is the only coun- 
try under review which has 
thus far paid all its commit- 
ments. Interest as well as 
amortization have been taken 
care of with the utmost punc- 
tuality. How much longer it 


If reader interest 








standing at $1,126,575,600, is 
only $144,484,650, equivalent 
to about 13 cents for every dollar outstanding. A rather 
high price for the honor which went with the displacement 
by the United States of Great Britain as a market for South 
American loans, and with the glory that went with the 
wresting by America from her English cousins of the finan- 
cial supremacy which the United States is believed to have 
enjoyed for about a decade and a half! 

Of the ten southern republics, eight are in default with 
respect to their own contractual engagements, and those 
of their political subdivisions which have sought and obtained 
financial accommodations in the American market. As to 
the remaining two republics—Paraguay and Venezuela— 
Americans somehow missed an opportunity of acquiring 
Paraguayan loans, while Venezuela can boast of having 
freed herself entirely of foreign debts. 

The figures in the accompanying table include obligations 
of Colombia and Uruguay, which are still paying interest, 
but which have defaulted with respect to sinking fund 
installments: and loans of the Argentine Province of Men- 
doza and the Brazilian State of San Paulo, which have 
failed to make remittances to the Fiscal Agents according 
to provisions contained in the respective loan contracts. 
They do not include South American currency loans floated 
m the United States and owned by what one may 
euphemistically refer to as the American investing public. 

To Brazil goes the credit of having d more than 
any of her neighbors. Chile is a close second. . Loafs 2on- 


will take before Argentina, 
too, will succumb, is purely 
conjectural. Conditions in the republic are not especially 
satisfactory. Economic and financial difficulties are ag- 
gravated by political complications. The debt of the re- 
public is quite heavy, and service requirements, even under 
reasonably normal conditions, constitute a real burden upon 
the nation’s treasury, especially because of the marked de- 
preciation in the value of the currency, which makes it 
necessary for Argentina to make available for charges 
abroad a much larger amount than would have to be paid 
with Argentine exchange at par. 

Although considerable ado is made of the country’s in- 
creasing favorable trade balance, it is worth bearing in mind 
that the excess of exports is registered to a very large ex- 
tent, at the expense of imports. The country’s purchases 
abroad have been reduced to a minimum, which is clearly 
indicative of the precariousness of the situation with which 
Argentina is confronted. Suspension of sinking fund pay- 
ments would help. Whether the country will resort to 
such measure, one cannot state today with any degree of 
definiteness. It is, however, hoped and expected that in- 
terest will continue to be paid. 

At prices prevailing at the time of writing, Argentine 
loans appear too low to warrant their being classed as first- 
grade investments, and too high to be regarded as la- 
tions. Whether, under these circumstances, holders of 
Argentine bonds would be justified in converting their 
holdings into domestic issues of equal or superior quality, 







is a matter of individual r-quirements and resources. 
~ Of the five Argentine prov.nces which have borrowed 
in the United States, four are in default, including Cordoba, 
Mendoza, Santa Fe, and Tucuman. The default on the 
Mendoza 7! per cent loan is technical in character. The 
Fiscal Agents are understood to be in possession of funds 
sufficient to pay interest due December 1, and leave an 
appreciable balance which is probably being employed at 
present to acquire bonds in the open market. Hence, the 
relative strength in the issue, which, upon exhaustion of 
the sinking fund, is likely 
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of optimism. It is for this reason that retention of Bra- 
zilian governmental loans is advocated. This applies also 
to certain of the provincial issues, including particularly 
San Paulo, Rio Grande do Sul, and Minas Geraes. With 
respect to the first two, it is of interest to bear in mind 
that they are the only Latin American entities which, up 
to last year, had never defaulted with respect to contractual 
engagements. Even when the Federal Government sus: 
pended sinking fund payments and discharged interest 
through funding bonds, both San Paulo and Rio Grande 
do Sul paid interest as well 
as amortization in cash. As 








to recede to the level of 
other Argentine provincial 


to the other provinces, it 


_ loans. Bonds of the other 
provinces have already 
ceased to pay interest, and 
it is doubted whether re- 
sumption of payment will 
be effected in the near 
future. It is equally doubt- 
ful whether this fact has 
been fully discounted by 
prevailing quotations. 

In passing, it may per- 
haps be pointed out that 
each of the provinces which 


South American Loans in the U. S. 


Amount 
Issued 
(Par Value) 


$37,488,500 
68,400,000 
424,030,000 
344,612,000 
188,485,000 
12,282,000 
97,500,000 
67,757,000 


Amount 
Outstandin; 
(Par Value 

$30,655,000 

58,804,000 

365 532,300 

337,412,000 

168,723,300 

10,726,000 
91,286,000 
63,437,000 


Value at 
Recent 
Price 


$6,131,000 
3,528,250 
54,830,000 
26,992,750 
25,308,500 
1,275,000 
5,477,150 
20,942,000 





$1,240,554,500 


$1,126,575,600 $144,484,650 


might be advantageous to 
consider exchanges into 
those which hold out 
greater promise for the 
future. 

The situation in Peru 
and Bolivia is decidedly un- 
satisfactory. The debts 
which these republics have 
been permitted to accumu 
late are far beyond their 
budgetary capacity, and it 
may be seriously doubted 


has obtained financial ac- 
commodations in this mar- 








whether resumption at an 
early date will be effected. 
Holders of Peruvian bonds 














ket can point to a “past.” 
In other words, the fiscal 
record of Argentine provinces is characterized by defaults, 
irregularity of payments, reduction of interest rates, etc., 
all of which did not affect the attitude of the American 
investing public. Europe felt differently. Her experience 
with certain Latin American borrowers led her to adopt 
a more cautious policy, with the result that the bulk of 
the borrowing was done in the United States. 

The success which accompanied America’s financial ac- 
tivities is evidenced from the fact that there are outstand- 
ing in this market well over $92,000,000 of Argentine 
provincial loans, as a result of borrowing covering the 
period 1925-1930, equivalent to a yearly rate of about 
$15,500,000. This compares with a total of $110,000,000 
of Argentine provincial loans outstanding in Europe, as a 
result of borrowing over a period of 44 years, in London, 
Paris, and Berlin, or at an annual rate of less than $2,500,- 
C00. None of the provincial loans already in default. are 
owned in Europe, Americans alone enjoying this dubious 
distinction. It is they who were privileged to have Argen- 
tine provincial issues, and it is they who may be obliged to 
hold them. 

With respect to Brazil, it is worth pointing out that the 
Federal Government has recently put through a funding 
agreement—the third within the past generation. Accord- 
ing to the terms of the new agreement, interest on Bra- 
zilian external loans, including the 8, 7, and 6!/2 per cent 
dollar loans sold in the American market will receive, in 
the future, interest in new funding bonds, which in turn 
will bear interest at the rate of 6 per cent per annum, 
payable in cash. Although from the standpoint of security, 
as defined in original loan contracts, the Brazilian 8s and 
6s are superior to the 7s, the new agreement changes this 
situation, and all Brazilian obligations held by American 
investors are, from the standpoint of quality, practically 
identical. It is for this reason that holders might, to advan- 
tage, put through exchanges of bonds carrying lower 
coupons into Brazilian obligations with higher coupons, 
without in any way impairing the quality of their holdings. 

Viewed from the long range standpoint, one is justified 
in regarding the outlook in Brazil with a certain degree 
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have, however, a certain 
advantage over holders of Bolivian issues, and most of the 
other Latin American bonds in default. They are to be 
looked after by two Protective Committees, one of which 
comprises a number of individuals who are members of 
the very institutions identified with the origination and 
distribution of Peruvian loans, to the amount of close to 
one hundred million dollars within a period of only two 
years. Peruvian bonds are quoted today hardly above 
what one might term souvenir values, and it is for this 
reason alone that the sale is not currently advocated. 
Should, however, quotations advance to a level approxi 
mating those of some of the better-class Brazilian state 
loans, an exchange into these would seem a desirable switch 
in the interest of greater safety. 

The same comment applies also to a considerable extent 
to the obligations of Chile. 

Conditions in Colombia threaten to become somewhat 
more aggravated as a result of political complications in 
connection with the Peru-Colombian controversy over the 
seizure, by Peruvians of the Colombian Port of Leticia. If 
these difficulties should not be adjusted in the very near 
future, it is not unreasonable to assume that Colombia may 
he obliged to employ funds which are now used to pay 
interest on the country’s foreign debt for the purpose of 
waging war with her neighbor. However, at current prices, 
Colombian issues seem, to a certain extent, to have dis 
counted such eventuality. 

With respect to Uruguay, which also continues to meet 
interest on her foreign debt, complete cessation of payments 
is not expected, at least for the time being. The obligations 
of Uruguay's capital, Montevideo, are in default, in spite 
of the fact that the Federal Government assumes responsl 
bility for the loans of this city. 

Summing up the views expressed in this article, it may be 
safely stated that, from the speculative point of view, certain 
Latin American obligations now in complete default would 
seem to possess interesting possibilities, while the few issues 
which are still paying either in whole or in part do not 
constitute advantageous commitments at prevailing quo 
tations. — 
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Bonds Bow to Year-End Doubts 


Uncertainties Surrounding Federal Deficit and 
Taxation Outweigh Influence of Cheap Money 


By J. S. WitiiaMs 


HE mildly reactionary trend exhibited by the bond 
market for more than two months has now been ex- 
tended, fractional decline being sufficient to carry 
the average price level to a new low for the recent move- 
ment. Approximately one-fourth of the rally from the 
abnormally low quotations of last June has been cancelled. 

Throughout the recession from the high point of August 
the movement has been irregular and dull. Indeed, the 
volume of transactions recently has averaged scarcely 
$5,000,000 a day, or the smallest turnover in four years. 
The pressure of liquidation is light but such scattered selling 
as is undertaken evidently finds bids still lighter. 

As for several weeks past, the most conspicuous softness 
centers in second grade railroad bonds. Nor have even the 
best rails been able entirely to escape recession. Thus, 
Atchison general 4s have declined approximately 4 points 
from the recently established high of the year while the 
popular Union Pacific first 4s have reacted 2 points. The 
general tone of the industrial list likewise is a trifle soft. 
High grade public utility bonds continue to make the best 
showing, as they have throughout 


We have now entered the period of seasonal business 
recession. Whereas the question not long ago was as to 
the possible extent of the autumn improvement, it is now 
turned to uncertainty regarding the depth of anticipated 
reaction in basic lines. It appears altogether probable that 
this-expected test of our underlying industrial and financial 
position will be successfully met, but meanwhile it does not 
make a setting for more than tentative and passive invest- 
ment confidence. 

At the same time attention must turn again to political 
uncertainties, for Congress will convene on December 5 
and will of necessity be forced to deal with various prob- 
lems of direct investment and business importance. It is 
to be doubted that the country, as a whole, distracted in 
recent weeks by campaign generalities, has any real con- 
ception of the vital necessity involved in the present wide 
unbalance of the Federal budget. 

For protection of the Federal credit and of the present 
improved level of public confidence both here and abroad 
it is imperative that substantial reductions be made in 

Federal expenditures by the present 





the depression, and in the main re- 
main very close to the highest quo- 
tations of August. 

If there is any significance in 
the very slow downward drift of 
the majority of bonds it is in the 
persistence of the reaction, rather 
than its scope. Yet the aggregate 
movement, especially in  semi- 
speculative bonds and even in 
many moderately good bonds, is 
Inportant enough fully to justify 
the attitude of investment caution 
recommended by this publication 
or many weeks. We see no rea- 
son to alter that attitude for the 
present. - 

It is quite likely that much of 
the recent apathy was due to the 
desire of investors to await the 
Outcome of the election. With 
this uncertainty removed it would 
not be surprising for the volume 
of transactions to return to some- 
What more normal proportions. 
et there appears to be no reason 
whatever to expect any important 
Change in the price trend in the 
immediate future. 
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PRICE SCALE 
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THE M.W.S. Bond Price AVERAGES 
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Congress and that larger tax reve- 
nues be provided. It is uncertainty 
as to the precise direction Con- 
gressional action will take on this 
matter that is now the chief cause 
of hesitation and doubt in the 
bond market. 

Indeed, the current gradual de- 
cline in bond prices is convincing 
proof that the political and busi- 
ness uncertainties lying immedi- 
ately ahead are of more than suff- 
cient weight to offset the favorable 
influence of exceptionally cheap 
money rates. Surplus bank funds 
are going into short-term issues at 
trifling yields, indicating a banking 
caution which potential investors 
may well emulate. 

This, however, is a short-term 
view. Just as investment tends to 
run ahead of capital accumulation 
in boom times, capital accumulation 
exceeds investment during depres- 
sion. New financing is in neglig- 
ible volume. Investment demand, 
therefore, will concentrate on a rela- 
tively small number of seasoned 
issues when confidence returns. 
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The Magazine of Wal 


HE MAGAZINE OF WALL STREET'S Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

It is naturally understood that all the issues mem- 
tioned do not constitute recommendations, although the 


relative merit of each is clearly indicated. For those, 
however, who desire to employ their funds in fixed- 
income-bearing securities, we have “starred” those 
which appear to us currently the most desirable on an 
investment basis. Generally, commitments should be 
assumed in accordance with the discussion on the pre- 
vious page. 

Inquiries concerning bonds shoulu be directed to our 
Personal Service Department. 





Railroads 





Total Amount Fixed Charges 
funded of this times earnedt Price 


Company de’ issue -——A~—, 
(mil’ns) (mil’ns) 1930 1931 


—————- 5. Field to COMMENT 
Caht Recent Maturity 





Chic., a & Quincy 
Gen’l 4s, 195 98 $9 862.4 
70 3.3 2.4 


xC. B. & Q. Illinois Div. 3%s, 1949 & 8638 


Nc 89 Ci Strong railroad investment bond. 
107% '42* 90 6.7 Subject to the Gen. 4s and the Ill. division 
bonds. Reasonably high grade. 
106 4.8 Prior in lien to Gen. 4s—Highest class of 
: railroad investment, 





1.5 
1.5 
1.5 
1.5 


Chicago & North Western Rly. Co. 
Gen. 5s, 1987 


Ist & Ref. 4%s, 2087 

20-yr. conv. riage = 

15-yr. sec. 6%s, 1 

Mil, &Nn. 7. Ist 4s, 47... 
St. Louis, P. & N. Ist 5s, “48....... 


mre 
an 


Position weakened by failure to earn 
charges and great size of issue. 
Junior to Gen. mtge. bonds. 
Unsecured by mtge. Speculative. 
Secured $18 mil. Gen. 5s, 
§{ High rate per mile and lower earnings 
) weaken these once strong issues. 


ia ow 
Fa 0 
3 





Chic., re Is. & Pacific 
Gen'l 4s, 1988 ..........-.000e Ccceccess 


1st ‘& Ref. 4s, 1934 
ee MO MOD. oc cccscccabaccees edn 


st et ee 
a 
oa 22a 


Unlikely to be disturbed whatever happens. 

Secured pledge $45 mil. Ist & Ref. 

This maturity will be hard to meet under 
present conditions. 

Unsecured by mortgage—Speculative. 


FAQ jaAaa 


we 
37 wae 


Q 





ats 
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Louisville & Nashville 
Uni 4s, 1940 
ist & Ref. ‘‘C’’ 4%s, ‘ 
L. & N. Atlanta, K. & rt Div. ‘4s, 


| -al-ed 


Reasonably strong issue. 
Prior liens total $149 million. 
Lies between unif. 4s & Ist & Ref. issues. 





Missouri-Kansas-Texas 
Prier Lien ‘‘A’’ 5s, 1 
am 5s, 1967 

. & T. Ist 4s, 1990 


22m (@2en 
te 


poten 


No more than fairly strong. 
Junior to the issue above. 
Senior to issues above—Reasonably strong. 





TY 7. H. & Hartford 
Ist '& Ref. 4%s, 1967 


S lexe [esa le 288 lsesae & 


~ 
° 


ht nane pe 


* Harlem River & Port Chester Ist 4s, '54 


Prior liens total $64 million. Also, other 
large debt equally secured. 

Secured under the lst & Ref, mtge. 

Secured pledge $83 mil, Ist & Ref. bonds. 

Also secured under the Ist & Ref. mtge. 

Strong railroad investment. 





Norfolk & Western 
xist Cons. 4s, 1996 
Div. Ist & Gen. 4s, 1944 


1x |pR~ew 
oo 


ars) 
mim 1O@ 


Exceedingly high grade investment, 
Subject to prior liens totaling $51 million, 
but still strong issue. 





Reading Co. 
Gen’l & Ref. ‘‘A’’ 4%s, 1997 
Jersey Central Col. 4s, 1951 


Road heavily capitalized. 
Par value of stock pledged is $16 million. 





Southern Railway 
ist Cons. 5s, Pa 
Dev. & Gen, 1956 
St. Louis Div 1 Ist 4s, 1951 
East Tenn., Va. & Ga. Ist 5s, 1956 


Medium grade investment. 

Junior to the Cons, 5s. 

Prior in lien to Dev. & Gen. issues. 
Better grade holding. 


i) 


et 
an. 





Union Pacific Railroad Co. 
xwist BR. BR. & L. G. 4s, 1947...... eee 
Ist Lien & Ref. 4s, 2008 


Highest grade, 

Junior to the Ist R. R. & L. G, 4s, but 
still strong. 

Unsecured by mortgage, but protected by 

restrictive provisions in indenture. 


ASS PP IAS, ow 
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‘Washington R, R. & Navig. Ist 
& Orr net, 4s, 1961 bees 
Oregon R. R, & Navig. Cons, 4s, 1946. . 





High grade. 


Se 
81 y Guaranteed Union Pacific R. R. 


89 a Prior in lien to issue above. 








Utilities 





Am. Gas & Electric Deb. 5s, 2028......... 


106* 84 “ Among the better holding co, investments. 





Am, Tel. & Tel. 
5s, 1960 


High grade investment, 
Unsecured by mtge., but well protected by 
earning power. 








Latest earnings somewhat lower. Medium 


grade. 
Position improved, but still no more than 
medium grade. 
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Public Utilities (Continued) 


Total Amount Fixed Charges 
funded of this times earnedt Price 

Company debt issue -———~, ——————_7. Yield to COMMENT 
(mil’ns) (mil’ns) 1980 1931 Calit Recent Maturity 











Con, Gas, El. Lt. & Pwr. of Baltimore 
*Gen. 4%s, 1935 eosccccccce 14 3.4 NC 103 
Ist Ref. 46, 1981 ....c.cccee paedsee sees 40 3.4 105* 95 
Consumers Power 
Ist & Ref. 5s, 1936 33 3.7 105 105 
Ist & Unif, 4%s, 1958 .. Es 67 3.7 105* 100 
Duquesne Light Ist ‘‘A”’ 4%s, 1967........ 70 5.4 104%4* 108 
Georgia Power Ist & Ref. 5s, 1967... 98 2.2 105* 81 
Illinois Bell Telephone 1st & Ref. 5s, 1966. 49 4.9 106* 106 
Jersey Central Pwr. . = 1st & Ref, (now 
Ist) ‘‘C’’ 4%s, 1 . 42 2.8 106 ’37* 90 
Louisville Gas & El, ist ms Ref. “A” 5s, °52 27 3.8 § 110* 104 
Metropol’n Edison Ist & Ref. ‘‘D’’ 4%s, '68 40 5 107%* 90 


Nebraska Power Ist 4%4s, 1981 ........... 17 F 5 107% ’36* 97 


New York Edison 
lst Lien & Ref, ‘‘B’’ 5s, 1944........... 85 105* 106 


*N. Y. Gas, El. Lt., Ht. & Pwr. P. M. 
4s, 1 21 NC 100 


*N. Y. Gas, El. Lt., Ht. & Pwr. “Ast 5s, "4g 21 Nc 
North American Deb, 5s, 1961 ............ 25 A 104* 82 


Prior in lien to Ist Ref. issues, 
High grade issue. 


wing 
20 





Prior in lien to lst & Unif. issues. 
Com’nw’lth & South. control. High grade. 
High grade investment, 

Reasonably good investment. 

Exceedingly strong issue, 


ps 
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AVWiaW 





Reasonably strong investment, 
Good investment caliber. 
Fixed charges covered by good margin. 


Interest well covered. Better grade, 





te Onn 
ero i 





= 
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Strong investment issue, 





» 
° 


Gilt-edged. © 

Gilt-edged, 

Recent financing frees both parent co. and 
subsidiaries of bank indebtedness, 


- 
© 
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Northern States Power Co, (Minn.) 
Ist & Ref. ‘‘A’’ 5s, 1941 ewes Cas 79 105* Sound issue. 
Be, GH BOE sca vccictvcnace eatiacedsé 45 106* Pledge of Ist & Ref, bonds gives this issue 
identical security. 





Ohio Edison 
Ist & Cons, 5s, 1960 ye 19 : 105* g Prior liens total $49 mil. Reasonably 


strong holding. 
Northern Ohio Pr. & Lt, Gen, & Ref. 
5%s, 1951 .. 19 105 Direct assumed obligation Ohio Edison. 
Penn-Ohio Pr, & Lt “Ist & ‘Ref. 7. BS, *b4 19 2. 104* Better grade. 

Pennsylvania Pwr. & Lt, Ist 4%s, 1981... 105* Reasonably strong investment issue. 
Union Electric Lt. & Pwr. (Mo.) . 
Ref. & Ext. 5s, 1983 .........00. a 110 Skeuld experience no refunding difficulty. 

Gen. 58, 1957 ° 2.9 3 105 ’33* Better grade open mtge. 
*Miss. River Pr. Ist 5s, ’51.. 106 x Strong issue, 
Un. El. Lt, & Pr, of Ill. 1st ‘BYs, 64. 106%* Better grade. 














Industrials 


4.8 1.2 1011%4* 2 Copper tariff obscures outleok. 
3.2 4.5 110* 0 Substantial margin of safety in earnings. 





Chile Copper Deb. 5s, 1947 
Com’1 Investment Tr. Conv, Deb. B%s, 1949 


Goodrieh (B. F.) 
1st 6%s, 1947 
15-yr. conv. deb. és, 1945 Sek walen 
Int. Cement Conv. Deb. 5s, 194 ° 
National Dairy Products Deb. 54s, 1948.. 
National Steel Corp. Ist Coll. 5s, 1956 
*Procter & Gamble Deb. 4%s, 1947. : se a5 y pee 
Remington Rand Deb. ‘‘A’’ 5%s, 1947. 
Sinclair Consol. Oil (Now Consol. C ony 
Ist Lien Coll. 7s, 1987.......0.seeeeee 
Sinclair Crude Oil Pur, . Stanolind 
Crude Oil Pur.) 10-yr. 5%s, 1938...... 
Sinclair Pipe Line (now deinslind "Pipe 
Line) @0-yr, 5s, 1948......cecececeeece 
Swift & Co. 
wlst 5s, 1944 ..... FPG N's 10Gb Cede OHS 
5% Notes, 1940 
Youngstown Sheet & Tube ‘Ist “ay ‘bs, “ig 





def def 107 Lack of earning power disquieting. 

def def 1064%,* Junior to Ist 6%s, 

5.6 2.4 y Hard hit by constructien curtailment. 

6.8 6.0 Among the better industrial debentures. 
11.4 3.1 Industry hard hit—Medium grade. 
46.9 48.2 4.3 In the highest class of industrial investment. 
6.7 2.1 50 ls Speculative, though co. strong financially. 











42 def i Secured pledge subsidiary stocks. 
Unsecured by mtge., but protected in other 
def e ways. Better grade. 


® 8 8 |Srisaaiks [se 


5.1 Sound issue. 





3.5 102% Well secured, 
3.5 108* 98 \ Medium grade industrial bond, 
def 105* q Unsatisfactory earnings continue. 








Short Term Issues 


Amount Fixed Charges 
of this times earnedt Price 
Company ue issue = =9-——+~——, ——___" Yieid to COMMENT 
(miles) (mil’ns) 1980 1981 Callt Recent Maturity 
Allis-Chalmers Deb, 58 .......- as 5.1.87 14 5.4 2.5 102* 81 10,4 oe me of earning power somewhat 
sq ng. 
Atlantic Refining Deb. vee 14 4.6 1.6 NC 101 4.8 Reasonably safe investment. 
xChicago Gas, Light & Coke Ist 5s ... 10 30 29 NC 105 3.9 Exceedingly high grade investment. 
General Motors Acceptance Deb. 6s 33 1.9 1.9 108* 102 5.5 Businessman’s investmeat. 
Gulf Oil Deb. 56 . peaesbencecees GMCkony 28 3.0 def 106%, 5.0 ‘Medium to high’’ grade issue. 
*Humble Oil & Refining Deb. Misccvessecves GU 20 7.8 2.1 102 102 4.5 Normally a wide margin earned over int. 
requirements. High grade. 
Midvale Steel & Ordnance Cons, 5s........ 3.1.86 83 4.3 1.0 105 95 6.6 Guaranteed by Bethlehem Steel. 
*New York Telephone Ist & Gen, 4%s...... 11.1.89 41 3.8 4.7 110 103 4.0 Gilt-edged 
Pacific Tel. & Tel. 1st & Ool. 5s....... 1,2.387 27 3.8 4.5 110 105 8.8 Of the ‘highest grade. 
_V’ginia Rail & Pr. ist & Ref. (now ist) “Bs 7.1.84 11 3.2 3.1 106 102 4.0 Strong issue. 


% Our preferences in above-list. + Fixed charges times earned is computed on an ‘‘over all’ basis. In the case of a railroad, the item ineludes 
interest on funded debt and other debt, rents for leased roads, miscellaneous rents, etc,; in the case of a public utility it includes interest on funded 
and unfunded debt, subsidiary preferred dividends, minority interest, etc. An entry such as 105 '36 means that the bond is not callable until 1936 
at the price named. * Indicates that the issue is callable as a whole or in part at gradually decreasing prices. 
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PUBLIC UTILITIES 








PACIFIC LIGHTING CORP. 








West Coast Utility in Strong 
Earning Position 


Excellent Yield—Well Protected in Closely Knit System 


By Francis C. FuLiterton 


consistent growth in_ both 





HERE unquestionably ex- 
ists in this country today 
an investment prejudice 

against public utility holding 
companies. This is the reaction 
to the excessive exploitation of 
the securities of some such 
companies in 1929 and to the 
financial abuses which have 
now been brought to light in 
the affairs of a small number 
of holding companies. Coupled 
with this prejudice is a general 
fear of more rigid Federal 
regulation. 

Yet there are all sorts of 
utility holding companies and 
nothing could be more absurd 
than to lump them all to- 
gether in a blanket indictment. 
Indeed, the prevailing prej 
udice may well be regarded by 
the discriminating investor as 
enhancing the opportunity 
now afforded in stocks of some 
of the sounder utility enter- 
prises. 

The position and prospect 


DOLLARS PER SHARE 





2 
1920 


PACIFIC LIGHTING CORP. 


COMMON STOCK PRICE RANCE 
ANNUAL HIGH & LOW (ADJUSTED ) 


1922 924 «1926 §= 1928 


1930 1932 


gross revenues and in net 
profits. In short, Pacific 
Lighting belongs to that select 
group of utility holding com 
panies which can be con 
sidered sound in_ operating 
scope and capital set-up. 

With operations extending 
back as early as 1886, the 
company is one of the oldest 
in the country. Its business 
is predominantly the distribu- 
tion of natural gas, its opera- 
tions in the electric power and 
light business accounting for 
only approximately one-sixth 
of gross revenues. It is the 
largest enterprise in the gas 
industry in California, han- 
dling nearly 60% of that 
state’s demand, and is the sec: 
ond largest gas company in 
the country. 

Natural gas exists in great 
abundance in California, but 
its commercial use has had a 
particularly fast growth only 
in recent years. Prior to 1913 








of Pacific Lighting Corp., a 
holding company, are attrac- 
tive in several notable respects. It has 
never been involved in frenzied finance 
or far-flung expansion. Continuous, 
conservative management has for years 
directed its operations. Its securities 
possess that investment seasoning which 
can only come from years of profitable 
operation. Finally, it is an enterprise 
very closely related to the underlying 
operating properties, the function of 
the holding company being the sound 
operation of these properties rather 
than their financial exploitation by ab- 
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sentee promoters and large owners. 

Moreover, the operations of Pacific 
Lighting are confined entirely to the 
State of California, a circumstance 
which will leave the company free 
from any degree of future Federal 
regulation of utilities engaged in inter- 
state operation. It is subject, of course, 
to the usual regulation by state com- 
mission, but in practice over a period 
of years this has been reasonably satis- 
factory to both the company and the 
public. It has proved no obstacle to 


Pacific Lighting was chiefly a 
producer and distributor of manufac’ 
tured gas. It still maintains its manuw 
facturing plants in efficient operating 
condition in order to guarantee unin- 
terrupted service. Three such plants 
are capable of turning out 125,000, 
000 cubic feet of gas daily. The com- 
pany has more than 100 high and low 
pressure holders, with an aggregate 
storage capacity of more than 120, 
000,000 cubic feet of gas. 

No natural gas producing properties 
are owned by the company itself, 
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all needed gas being purchased on con- 
tract from oil companies and independ- 
ent producers. Approximately twenty- 
five gas fields are tapped by a system 
of more than 200 miles of gathering 
lines. The collected gas is compressed, 
boosted at more than a score of com- 
pressor stations, transported through 
more than 2,000 miles of transmission 
lines and, finally, delivered to the con- 
sumer through nearly 10,000 miles of 
distribution lines. 

The heart of the company’s territory 
is the city of Los Angeles, but a total 
of more than 200 communities are 
served in the southern portion of the 
state. Its properties are interconnected 
for a continuous distribution of gas 
from Paso Robles and Fresno County 
on the north to Palm Springs and the 
San Diego County line on the south. 
This is a compact, rapidly-growing 
territory, embracing approximately 
25,000 square miles and a population 
of some 2,500,000. Since 1920 the 
population of Los Angeles alone has 
more than doubled. 

Thanks to the fact that by far the 
major part of its sales of gas are to 
domestic consumers, both gross reve- 
nues and net profits of Pacific Lighting 
have shown a_ remarkable 
stability during the past three 
years of depression. Because 
of the character of the cli- 
mate in the company’s terri- 
tory natural gas is ideal for 
house-heating purposes. For 
steady and heavy use it per- 
haps would be more expen- 
sive than coal or oil, but the 
usually temperate climate of 
southern California calls for 
a heat which can be turned 
of or on at a moment's 
notice. The use for gas for 
this purpose has the addi- 
tional advantage of eliminat- 
ing coal bins or oil tanks. 

The present corporation 
was organized in 1907. Its 
subsidiary or associated com- 
panies include Los Angeles 
Gas & Electric Corp., South- 
em Counties Gas Co., In- 
dustrial Fuel Supply Co., 
Santa Maria Gas Co., South- 
em California Gas Corp., 
and Ventura Fuel Co. It 
also owns substantial blocks 
of stock of the Pacific Gas @ 
Electric Co., and the Pacific 
Public Service Co., the latter 
controlled by Standard Oil 
of California. Electric power 
plants are confined to Los 
Angeles, and consist of two 
steam generating plants of © 
148,700 k.w. capacity. 

Through internal growth, 
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acquisition of additional properties and 
the population growth of its territory, 
Pacific Lighting has experienced a re- 
markable expansion in both gross reve- 
nues and net earnings. Up until 1931 
gross revenues increased notably each 
year without exception, the 1920 total 
of $7,748,158 having virtually tripled 
by 1925 and the 1925 total of $21,948,- 
161 having more than doubled by 1930, 
when a record high gross of $48,837,- 
5577 was shown. 


Higher Earnings 


The depression year 1931 reduced 
revenues only slightly to $47,953,017, 
the shrinkage being due almost entirely 
to decline in industrial demand for gas 
and electricity. Relatively higher rates 
are charged, however, for domestic 
service and growth in this business, to- 
gether with increased efficiency and 
lower operating costs, enabled the com- 
pany, despite moderately lower gross 
revenues, to show actually a new peak 
in net income at $8,020,125, as com- 
pared with $7,969,466 in 1930. Be- 
tween 1926 and 1931 net income in- 
creased nearly four-fold. 

The latest earnings figures available 
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Electric Corp. 





cover the twelve-month period ended 
September 30, 1932. These show de- 
clines of $282,000 in gross revenues 
and $244,243 in net income as com- 
pared with the preceding twelve 
months, total gross being $47,049,527 
and net income $7,202,554. 

Two reservations, however, attach to 
these figures. Much of the improve- 
ment was due to a 1931-1932 winter 
abnormally cold for Southern Cali- 
fornia. Moreover, recent earnings fig- 
ures include revenues over and above 
the rates specified by the state regu- 
latory commission in a case now await- 
ing court decision. If the final deci- 
sion is against the company, earnings 
would be reduced by approximately 
$1,425,000 or approximately 90 cents 
a share on the common stock. 

On this basis 1931 net income of 
$4.46 per common share would be re- 
duced to $3.56 per share, as compared 
with $4.45 for the year 1930. For the 
twelve months ended September 30, 
earnings were announced as equivalent 
to $3.92 per share. This would be re- 
duced to $3.02 per share if the com- 
pany loses its rate appeal or to a level 
which would perhaps suggest a moder- 
ate dividend reduction. 

For a utility with total as- 
sets of $266,000,000, the 
capitalization of Pacific 
Lighting is relatively simple. 
Its subsidiary units have a 
total funded debt of $107,- 
408,000. In addition, ap- 
proximately $30,000,000 in 
preferred stocks of sub- 
sidiaries have a prior rank- 
ing. The holding company 
has no funded debt, capitali- 
zation consisting simply of 
148,348 shares of $6 cumu- 
lative no par preferred stock 
and 1,608,631 shares of com- 
mon stock. There are no im- 
portant subsidiary company 
maturities for several years. 
According to a late state- 
ment, no new financing is 
contemplated, expenditures of 
more than $6,000,000 for 
plant improvements in 1932 
being made out of current 
funds. 

Depreciation charges have 
been maintained at conserva- 
tive levels, amounting to 
$6,748,854 in 1931, as com- 
pared with $6,783,783 in 
1930, and $5,524,887 in 
1929. Thus, depreciation 
charges amount, roughly, to 
14% or 15% of operating 
revenues, a ratio relatively 
favorable. 

Moreover, the  well-bal- 
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Who Will Profit in Artificial 
Weather? 


Investment Aspects of Our Newest Industry 


By WILLIAM 


prove on nature, with fire to heat his dwelling, 

fans to circulate the air and open pans of water 
te give off moisture. The idea of using ice or refrigeration 
to cool the hot days is of comparatively recent origin. 
Only within the span of our generation has scientific study 
and research enabled us to provide atmospheric conditions 
to suit the needs and desires of modern life. To man- 
made climate has been attached the shibboleth “air con- 
ditioning” and salesmen and advertisers welcome air con- 
ditioning as our next El Dorado. 

We live in a world of comparative comfort scarcely one 
generation removed from oil lamps and stove heaters, the 
electric fan is relatively new, and electric “ice boxes” are 
a post-war development. When we contemplate the 
metamorphosis of our domestic plumbing and heating sys- 
tems and the magnitude of those industries and while we 
watch mechanical household refrigeration prosper in this 
depression, is it any wonder that air conditioning appeals 
to the imagination? 

Investors and speculators alike have watched for the 
appearance of new 
industrial § develop- 
ments which would 
play an important 
part in stimulating 
another period of 
prosperity for this na- 
tion of ours. At first, 
television appeared to 
offer such prospects 
but it has not yet 
been perfected sufh- 
ciently for home use. 
Curiously — enough, 
electric refrigeration 
aroused no such inter- 
est among investors, 
even though it was 
expanding under the 
most adverse condi- 
tions, partly because 
it wasn't exactly 
“new” and partly be- 
cause the cold fact 
that it was net 
highly profitable was 
known. Lately, air 
conditioning has 
seemed to offer the 
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Ee has struggled since time began to im- 


Courtesy, Baltimore & Ohio 


Interior of Air-Conditioned Railway Coach 


Wren Hay 


long-sought opportunity. Manufacturers and distributors 
have seized upon it and a great deal of publicity has at- 
tached to it in recent months. There is no doubt of the 
economic value of air conditioning and it would be a posi- 
tive benefit to modern existence. Is it, however, a field 
for investment? 

The public became conscious of air conditioning in the 
places it patronizes and more and more people are apt 
to notice the absence of conditioned air and to seek hotels, 
theaters, stores and offices which have it, making it ob 
ligatory for other public places to install it. Thus a great 
Geal of unconscious interest in air conditioning has been 
aroused among home owners and apartment dwellers who 
have experienced its comforts elsewhere and _ intensive 
efforts are being made by manufacturers to promote a desire 
for air conditioning in our homes. 

Many raw materials and some finished products are very 
sensitive to atmospheric conditions, what we call the 
weather. During the development of this industrial age, 
it was early noticed that some industries and certain 
processes were very susceptible to the climate and for this 
reason, textile mills, 
cigar factories and 
other industries 
tended to develop and 
prosper where atmo 
spheric conditions 
were favorable. The 
first effort towards air 
conditioning was the 
application, in the 
00's, of mechanical 
humidification in a 
spinning mill. This 
was soon followed 
by the installation of 
air washers and then 
by automatic control 
of both humidity and 
temperature. The eco- 
nomic value of arti 
ficial weather was 
realized by other in 
dustries and_ installa 
tions were made for 
many purposes, but 
principally to prevent 
the spoilage of ma 
terials or to improve 
the product. Toa lesser 
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extent the lessons were applied to bettering the conditions 
for humanity. Close control of temperature and humidity of 
the atmosphere is essential to some industries and artificial 
weather permitted them to move nearer to the source of 
raw materials or to their markets. The rayon industry in 
this country owes its existence partly to the ability to con- 
trol atmospheric conditions throughout the entire process. 
Bakeries and candy factories, paper mills and tanneries, 
chemical and drug manufacturers, photographic films, 
lacquers, rubber goods,—all owe something to this ability 
to produce and maintain definite conditions in the atmo- 
sphere surrounding sensitive raw materials and delicate 


processes. 
Potential Markets 


It has been estimated by the Copper and Brass Research 
Association that, by 1930, some 3,250 industrial plants in 
two hundred industries had been equipped with air con- 
ditioning systems of one sort or another. It was not until 
after the war that a theater owner, seeking summer patron- 
age, thought to improve on nature by installing an air 
conditioning system and hung out the sign “10 degrees 
cooler inside.” More than 300 theaters now supply artificial 
weather. In 1926, the first department store was com- 
pletely equipped and today there are more than a score of 
them with air conditioning, besides numerous retail stores. 
The first office building to shut out nature’s weather and 
to provide its own atmosphere was built in San Antonio, 
Texas, in 1929. This was a 21-story building in which 
radiators, transoms and office fans were done away with 
and artificial weather is supplied throughout the year, heat- 
ing in the winter and cooling in the summer. Incidentally, 
there are nine theaters in New York which operate their 
air conditioning system 12 months in the year. Hotels 
were not far behind industry in applying air conditioning 
te the lower floors, although no hotel has yet been built 
with complete air conditioning throughout the bedroom 
floors. Many of our large public buildings,—libraries, 
legislative halls und new office buildings—are supplied with 
air conditioning systems. 

On the face of these few instances, the small number of 
installations do not appear impressive when we are seeking 
for large numbers. However, when we add that upwards 
of 25 to 30 thousand dwellings have some sort of air con- 
ditioning we feel we are touching upon the largest market 
and certainly the largest potential market,—large enough 
to make a whole new industry. Hoping for good times, 
sales managers and advertising agents visualize the possibili- 


ties of air conditioning the 25,000,000 dwellings there are 
in this country. 

In order to judge of the potentialities of whole-hearted 
public acceptance of air conditioning the home we must 
balance some practical factors weighing against any un- 
equivocal desire on the part of the public to be comfortable 
all the year around. In the first place, not all the dwellings 
in this modernized land are electrified; in the second place, 
for technical reasons only a small proportion of the existing 
dwellings could be completely air conditioned; and in the 
third place, there is certain to be considerable disillusion- 
ment as the result of faulty installations, “cheap” sytems 
and high-pressure selling by incompetent distributors. 


Air Conditioning—What Is It? 


By “air conditioning” is meant artificial weather. To 
get and keep comfortable artificial weather there must be 
control. Hence, air conditioning may be said to be the 
mechanical control of the temperature, humidity, cleanli- 
ness and movement of the air in which we would live. Air 
conditioning aims to supply air at a definite temperature, 
with a certain moisture content (humidity), of a quality 
and in a quantity uniformally distributed at a desired 
velocity. This definition states the various factors in the 
order of the relative importance attached to each factor by 
the public. The degree of warmth or coolness felt in re- 
sponse to temperature, humidity and movement of the air 
depends upon the simultaneous control of each of these 
factors. It is not a simple matter. 

The simplest air conditioning installation, if it would 
accomplish its purpose, includes a heating and a cooling 
unit, some way to supply moisture to the incoming air 
and means to circulate the air throughout the various living 
quarters. There must be thermostatic control of the tem- 
perature, bulb control of humidity, and ventilation. House- 
holders are already familiar with the economy and comfort 
gained when the temperature is regulated during winter 
weather and most housewives find it desirable to keep open 
bowls of water about the house for replenishing the mois- 
ture. Unfortunately, circulation of the air is neglected, 
either from a sake of economy or from prejudice. Many 
domestic superstitions will need to be abandoned and house- 
keepers will have to learn a great deal more about indoor 
weather before air conditioning comes into universal use. 
Even then the physical limitations of many houses will tend 
to restrict its adoption throughout the land. Various com- 
promises may be made, such as circulating natural air which 
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Company Net Worth 
General Motors Corporation $1,163,741,409 
General Electric Company 416,443,149 
American Radiatcr & Standard Sanitary Corporation.... 197,841,884 
Timken-Detroit Axle Company 15,438,603 
Holland Furnace Company 12,605,680 
Motor Wheel Oorporation ......ccssesceccsescesecece - 10,613,654 
Servel, Incorporated 10,883,085 
Carrier Corporation a 8,101,589 
Minneapolis-Honeywell Regulator Company 6,205,523 
McCord Radiator & Mfg. Company b 3,251,663 
Modine Manufacturing Company 1,407,081 
Copeland Products, Inc. a 1,882,845 








Companies Engaged in Manufacturing Air Conditioning Equipment 


Note: Listed on the New York Stock Exchange unless otherwise noted. 
a Traded on N. Y. Curb Exchange. Class “‘A’’—Ohicago Stock Exchange, Class ‘‘B’’ N. Y. Curb Exchange. 


Principal Business Air Conditioning 
Motor cars Frigidaire cooling units 
Electrical equipment Cooling units, furnaces 
Heating and plumbing fixtures Heaters, cooling and ventilating 
Motor vehicle axles Oil burners 
Furnaces Heating units 
Wheels for motor cars Circulating units 
Gas refrigerators Cooling units 
Heating, ventilating and refrigeration Complete systems 
Control systems Control systems 
Core radiators Unit heaters 
Core radiators Unit heaters 
Electric refrigerators Cooling units 
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Stocks Selling Close to Net Quick 


Asset Value 


FEW companies, well fortified with cash, government securities and other quickly realizable 
assets have been so far depressed that current stock prices are close and in some cases below 
working capital per share. Except in actual liquidation of course assets are of value to stock- 

holders only as a means of producing earnings and dividends; therefore a strong liquid position must 
be appraised in conjunction with the prospect for the company and the industry of which it is a part. 
In fact it will be found that the reason the stock sells near the basis of its net assets is because of a 
generally pessimistic view of the outlook. If it can be shown that this is unwarranted and that the 
asset position of the company can easily carry it through until improving business is experienced, then 
obviously the stock is destined for appreciation in value and any price in the neighborhood of its 
net quick asset position is an opportunity for accumulation. The following brief sketches present some 
interesting examples in this category. 


United Corp. 


Recent Div. 
Price $ 
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HE United Corp. of Delaware is 

a public utility, investment com- 

pany which holds substantial 
blocks of stocks of large electric light 
and power companies serving the most 
densely populated areas of the United 
States. It owns 26% of the outstand- 
ing common stock of United Gas Im- 
provement, 21% of Columbia Gas and 
Electric, 5% of Commonwealth & 
Southern, and 2% of Consolidated Gas 
of New York. Through direct owner- 
ship, and through the holdings of its 
direct investment in United Gas Im- 
provement, United Corp. also has a 
slightly more than 50% interest in 
Public Service Corp. of N. J., and 
nearly a 30% interest in Niagara Hud- 
son Power Co. It also owns 87,000 
shares of Electric Bond & Share, 33,000 
shares of Lehigh Coal & Navigation, 
and 30,000 shares of French Utilities 
(Lyons). 

There is a close community of in- 
terest among the officers and directors 
of the foregoing corporations. F. L. 
Carlisle, chairman of the board of 
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Niagara & Hudson Power, and chair- 
man of the Board of Trustees of Con- 
solidated Gas of N. Y., is a director of 
the United Corp., while Carlisle inter- 
ests, through the St. Regis Paper Co., 
are the largest owners of United Corp. 
common stock, holding over 2,100,000 
shares. The Bonbright group, through 
American Superpower Co., is credited 
with having 1;100,000 shares; while 
the Morgan and Drexel interests con- 
trol 570,000 shares, in addition to 
250,000 shares are held by Electric 
Bond & Share. This accounts for about 
4,000,000 shares. The remainder of 
the total issue of 14,529,000 common 
is scattered among 87,000 smaller hold- 
ers. Despite this close community of 
interests, it has been definitely stated 
from time to time that no merger of 
companies held by these interests is 
contemplated. 

United Corp. was incorporated in 
January, 1929. Earnings on the com- 
mon, after preferred dividends, were 
78 cents in 1930, 76 cents in 1931, 
and are estimated at 41 cents for the 
current calendar year. The present 
dividend is at the rate of 10 cents quar- 
terly. Strictly speaking this company 
has practically no current assets, since 
its investments are are of a more or 
less permanent character and the com- 
pany does not engage in trading opera- 
tions. However, valuing its invest- 
ments at market prices on December 
31, last, and deducting $50 a share for 
the 2,489,000 shares of $3 cumulative 
preferred outstanding, the common had 
a liquidating value of $9.18. At pres- 
ent writing the investments which it 
holds are appraised in the open market 
at somewhat lower values than at the 
end of last year; so that United Corp. 
common is selling at about its current 
liquidating value. 


As a long pull participation in the 
growth of the populous communities 
served by our larger and conservatively 
managed utilities, United Corp. com- 
mon holds promise of enhancing gradu 
ally in market price along with a re 
turn of general prosperity. Current 
yield is relatively low, however, on ac 
count of the illustrious character of the 
company’s sponsorship. 


National Cash Register 
Cf $ A 99 
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HE National Cash Register Co., 
originally established in 1882, 1s 
the largest manufacturer of ¢ 

registers in the world and controls 
about 90% of the United States out 
put. Though cash registers form the 
major portion of its activities, the com’ 
pany also makes a number of account: 
ing and specialty machines. The ma 
jority of cash register sales in this 
country have now settled down to 4 
replacement basis; but foreign territory 
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is still far from saturated; so that sales 
outside the United States have mounted 
from about 30% of the total in 1926 
to 50% of the total business last year. 

Profits reached their highest point in 
1929; but during the depression sales 
have been cut in half, and earnings for 
the company’s stock have dropped into 
the red. In fact the deficit for the 
third quarter of the current year was 
almost as large as that reported for the 
first and second quarters combined. As 
the result of lower earnings, dividends 
on both the “A” and “B” stocks were 
suspended last year. On the “A” stock, 
which is $3 cumulative, there are now 
dividend arrears of $4.87!4. which will 
have to be made up after earnings re- 
cover sufficiently to make this possible. 

Restoration of normal earning power 
obviously depends upon recovery in 
general business conditions, especially 
in foreign countries from which a con- 
siderable portion of the company’s 
profits must henceforth be derived. For 
this reason the Class “A” stock, though 
not without long term prospects, must 
be regarded at the present time as 
speculative. 


Mack Truck, Inc. 
Recent Div. Yield 
Price $ Jo 

20 1.00 5.0 
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T is an interesting bit of industrial 

history to note that the first Ameri- 

can made commercial motor vehicle 
was built and sold in the year 1900, 
by Mack Trucks, Inc. During the 26 
years that followed, operations ex- 
panded steadily until the company was 
producing about 11,000 trucks a year, 
with 100 branches in the United States, 
Canada, and Cuba, and sales repre- 
sentatives in all the commercial na- 
tions of the world. Rising competi- 
tion, necessitous tightening of credit 
terms to customers, and the enactment 
y several states of laws limiting the 
weight of heavy trucks which it was 
Permissible to drive over public high- 
ways hampered the business, until, in 
1930, the latest year for which infor- 
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mation is available, sales amounted to 
only a little more than 5,000 vehicles. 
The company’s main products are 
heavy duty commercial trucks of from 
three to ten tons capacity; though some 
lighter trucks of 1!/2 to 2!/2 tons, motor 
buses, rail motor cars, gas-electric loco- 
motives, and a complete line of fire- 
fighting apparatus are also produced. 

Owing to the industrial depression, 
joined with the adverse influences men- 
tioned above, earnings dropped from a 
maximum of around nine millions in 
1926 to a deficit of three millions last 
year, when heavy inventory losses 
were written off. The management has 
gained a better control of expenses in 
recent months, and it is estimated that 
the current year’s deficit will be only 
$1,500,000. Cash dividends of $6 a 
share were paid for a number of years 
up to 1930; but have since been re- 
duced by successive steps to the current 
rate of 25 cents quarterly. 

The company is well managed, and 
will undoubtedly participate in any re- 
covery of new construction at home 
and abroad, and in the increasing de- 
mands of truck transportation. It 
might also be noted that the many com- 
panies which are now running their 
trucking equipment to a standstill will 
be in the market for extensive replace- 
ments as soon as business commences to 
pick up a little. And Mack’s trucks, 
because of the company’s policy of con- 
tinuously carrying on extensive devel- 
opment work with a view to more efh- 
cient operation will undoubtedly main- 
tain their popularity. 


Sears, Roebuck & Co. 
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NCORPORATED in 1895, Sears, 
Roebuck & Co. gradually built up 
a large mail order business which 
supplied the agricultural communities 
of the country with everything from 
pins to coffins until, about seven years 
ago, it became evident that something 
must be done to ward off a loss of pa- 


tronage that threatened from the grow- 
ing tendency of the farmer’s family to 
motor into town for its purchases. 
Thus, beginning with 1925 when the 
company’s first retail store was opened, 
there has been a phenomenally rapid 
expansion of this division, until Sears, 
Roebuck & Co. now operates about 50 
large Class “A” department stores and 
close to 340 smaller classes “B” and 
“C” stores where radio equipment, auto 
accessories, sporting goods, and house 
furnishings are readily accessible to the 
agricultural population. Since 1929, 
mail order sales have dropped rapidly, 
while retail sales have continued to in- 
crease until they have passed the vol- 
ume of business done by catalogue. 

Gross sales from both divisions of 
the business dropped from a maximum 
of 443 millions to 347 millions last 
year; but profits available for the com- 
mon have fallen more rapidly due to 
excessive inventory losses arising from 
the circumstance that retail prices for 
merchandise sold by the company’s 
stores have fallen faster than the cost 
of goods purchased. For the forty 
weeks ended October 8 of the current 
year, the company reported sales of 
$206,345,000, compared with sales of 
$260,068,000 in the corresponding pre- 
vious period. This is a decline of more 
than 20%. It might be noted, however, 
that sales for the four weeks ended Oc- 
tober 8, 1932, were only about 10% 
under those of the similar period of 
1931, showing perhaps that the com- 
pany’s most precipitous sales decline is 
now over. 

Last year Sears, Roebuck reported 
earnings equivalent to $2.47 a share on 
its outstanding common stock. For the 
twenty-eight weeks ended July 16,1932, 
however, there was a net loss of nearly 
$3,000,000 after taxes, depreciation, 
etc. This is less alarming when it is 
realized that markdowns in the retail 
division alone amounted to more than 
$4,600,000 in the latest period. Earn- 
ings for the full year 1932 will be 
small, if anything at all, depending 
upon the trend of prices and the com- 
pany’s policy in respect to them. 

Sears, Roebuck paid regular cash 
dividends on the common at the annual 
rate of $2.50 were paid from 1926 up 
to the third quarter of this year, when 
dividends were omitted to conserve 
cash for the repayment of bank loans 
contracted during the period of retail 
store expansion. 

Recovery of earning power depends 
upon improvement in agricultural con- 
ditions, and so may be slow; but the 
common stock possesses possibilities of 
ultimate profit for investors with the 
patience to wait without dividends 
for a rise in the prices of farm prod- 
ucts. 
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If Beer Comes Back 


How Big Is the Speculative Opportunity in 
Companies That Might Be Expected to Benefit 


By J. C. Crrrrorp 





is taxed 10 cents a bottle. Nor 





ARELY a day passes, 
that someone, some- 
where, fails to see a bil- 

lion-dollar, or a one-and-a- 
half-billion-dollar, or a two- 
billion-dollar saving to the 
country from a modification of 
the Volstead Act which would 
permit the manufacture, dis- 
tribution and sale of beer and 
light wines. “Beer by Christ- 
mas” say optimistic wets in 
the natural exuberance of the 
moment when prohibition at 
last seems on the wane. Reams 
of figures are published show- 
ing that the American public's 
eagerness to slake its thirst 


In response to many inquiries from _ sub- 
scribers we have prepared this analysis of the 
prospects for companies which may be affected 
by the liberalization of the Volstead Act to 
permit the manufacture and sale of beer. 
has been the aim of the author to deal frankly 
with the question—to neither minimize nor 
exaggerate such opportunity as may be pre- 
sented, and readers are counselled to recognize 
that any commitments made are distinctly 


speculative in character. 


will the savings effected by 
not having to administer the 
prohibition laws make much 
difference—about $46,000,000 
annually. Furthermore, the 
capacity of the human stomach 
It 38 Only so much. It may bea 
little more with beer than with 
soft drinks, but it will cer 
tainly not be 70,000,000 bar- 
rels more. Thus, beer means 
less bottled goods of other 
varieties and consequently a 
reduced Government income 
from the latter. The probable 
total net revenue to be derived 
by the Federal Government 





from a beer tax will be 'ess 





legally—forgetting that the 
worst thirsts are slaked pretty 
satisfactorily, if illegally, under the 
present system—will perform economic 
miracles. A compiler of figures can 
demonstrate to his own complete satis- 
faction that beer would solve the 
farmer problem by using up all grain 
surpluses, would balance the Govern- 
ment’s budget now running behind at 
the rate of about two billion dollars 
a year, would settle the unemployment 
problem to the tune of two million men, 
and finally that it would pull us out 
of the depression into a paradise where 
crime was non-existent. 

This is a good deal of smoke. But 
how great is the fire? It is not pro- 
posed to touch on the moral or social 
aspects of prohibition. Neither is it 
possible to delve very deeply into the 
broader economic aspects of its much: 
talked-about repeal. It merely seems 
that for good or ill the most drastic 
part of prohibition will disappear 
shortly, and admitting that this would 
have some economic effect, it is pro- 
posed to discover whether it would be 
possible for a purchaser of securities to 
benefit from the development. 

The first and most important point 
to be remembered by the prospective 
buyer of “wet” stocks is that “wet” 

ropaganda has wildly exaggerated the 
roader economic effects of repeal. And 
if this is so, the effects upon individual 
companies will hardly be as great as 
108 


is often supposed. Taking the prin- 
cipal wet points one by one, but little 
investigation is needed to show that 
modification of the Volstead Act alone 
is far from sufficient to make the farm- 
ers prosperous again. Prior to the war, 
about 30% of the barley crop was used 
in the making of alcoholic liquors, con- 
siderably less than 10% of the rye and 
rice crops, less than 2% of the corn 
crop, and an: insignificant fraction of 
the wheat and oats crops. Now, tak- 
ing into consideration that alcoholic 
drinks are still made, that grain is em- 
ployed in their manufacture, and that 
near-beer and other non-alcoholic 
drinks also demand grain, it can readily 
be seen that legalizing alcohol directly 
is not going to mean very much to the 
farmer. 

The second wet point that the tax 
on beer would balance the Govern- 
ment’s budget is even more far-fetched 
than the previous one. About 61,000,- 
000 barrels of beer were taxed in 1917. 
There are about 300 bottles of beer to 
the barrel. In order to raise $2.000,- 
000,000 in taxes, allowing a 10% in- 
crease in consumption brought about 
by the increase in population, each bot- 
tle would have to be taxed 10 cents. 
But it is ridiculous to suppose that the 
per capita consumption of something 
which was taxed less than one cent a 
bottle will remain the same where it 


than $400,000,000. 

The third point that beer and 
light wines would employ 2,000, 
000 men is also open to grave doubts. 
The 1914 Federal Census of Manufac- 
turers reported some 75,000 persons 
engaged in brewing, about 2,500 in 
malting, less than 3,000 making wine 
and the number of saloonkeepers and 
bartenders is estimated to have been 
about 200,000. Though one add 
makers of accessories, office employees, 
breeders of Clydesdales and Percherons, 
allow for the increased population but 
nothing for greater éfficiency, the total 
will still be a long way from 2,000,000. 
Also, what of the bootleggers, gunmen 
and fixers who would find themselves 
out of jobs. Economically, there is not 
the slightest difference in the world 
between the dollar spent by the driver 
of a hi-jacked rum truck and that 
spent by the driver of the legalized 
brewers’ dray. Temporarily, of course, 
there might be quite an important in 
crease in employment as plants were 
rehabilitated. 

If the foregoing has somewhat 
dashed the hopes of the economic bet- 
terment which is to be derived from 
the modification of the Volstead Act, 
it can be contended justifiably that a 
somewhat dashed attitude is the correct 
one when contemplating the purchase 
of securities. Those pleasant, parasiti- 

(Please turn to page 120) 
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Taking the Pulse of Business 


— New Orders Gain 
— Business Activity Sustained 
ESPITE the uncertain- — Long Range Future Brightens meter now clearly suggest that 
D ties surrounding the tng the lowest ebb of produc- 
Election during recent — Commodities Recede tion and trade was, for the 
weeks and in the face of — Money Rates Extremely Low time being at least, reached 
prospective political difficul- early in the past summer. 
ties which Congress must Progress has been very mod- 
deal with when it convenes erate since that time, it is 
early in December, the vol- true, but from present indi- 
ume of New Orders has risen. In fact this line on our cations we can hardly expect more than slow recovery 
barometer shows the largest gain of any month since 1930. for some time to come. Such recovery moreover will be 
This is distinctly encouraging for it indicates sustained con- _ susceptible to seasonal influences and subject to intermediate 
fidence in the longer range outlook on the part of buyers setbacks. At present, for example, commodity prices have 
in many different industries and is in accord with the per- lost a good portion of their earlier advance. But, the im- 
sistent strength which has marked the curve of Business _ proving trend has not reversed itself, and stability based 
Activity. It will be noted that the Activity curve has been on slightly increasing demand rather than on speculative 
gaining for some time despite renewed weakness in com- _ influences is expected. 
modities. Such continued strength implies that the physical Other fundamentals offer encouragement: An increase in 
volume of production and trade in the majority of lines is | the world’s production of gold is notable and receipts of 
either improving more rapidly, or else falling off at a slower _—_ various countries are larger; a marked return flow of the 
rate, than last year at this time. In most instances the precious metal to this country is in progress as withdrawals 
latter situation now obtains; since we are entering upon by European creditors and frightened Americans are re- 
the brief season of slackening activity in major industries turned; bank failures are less menacing in number and 
which normally takes place from the present time of year money is returning from hoarding. 
up to the holidays. Steel production and car loadings, for From a longer range viewpoint the extreme ease 
example have probably just passed their autumn peak; but of money, as reflected in the phenomenally low Cost of 
sill continue to make less unfavorable comparisons with Business Credit, offers assurance of such a rapidly accumu- 
last year’s records than was the case a few weeks ago; while _lating backlog of idle capital and potential bank credit that 
automobile production, though at the lowest point of the it should be only a question of time when such funds will 
year, has nevertheless jumped above last year’s low output —_ break through the barriers erected by excessive caution and 
at this time. The plain inference from these developments __ begin to flow out over the parched fields of commerce. In- 
is that recuperative influences are beginning to win over the deed signs of a rift in the dam are already appearing in 
forces of depression. a slightly firmer tone of the highest grade bonds and in re- 
Taken as a whole, the four significant lines in the baro- cent reports that mortgage money is becoming less scarce. 


— Rail Position Improves 
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With Treasury notes selling to yield less than nothing, and 
short term financial loans at unprofitably low rates, money 
must eventually be driven to seek employment in industries 
such as are reviewed more in detail below. 


The Trend of Major Industries 


STEEL—Third quarter reports disclose large deficits for 
the majority of steel companies and, in view of the normal 
year-end slackening in activity which has already set in, 
fourth quarter earnings are likely to make an even poorer 
showing. Ingot production has dropped to around 19% 
of capacity and, though there has been a slight improve- 
ment in the volume of orders received for automobile steel 
and tin plate, almost no business has as yet been stimulated 
by the small cut ‘in rail prices, and hope for any material 
improvement in activity must now be deferred until after 
the year-end holidays. 

METALS—The outlook in non-ferrous metals is far 
from encouraging. Copper for both foreign and domestic 
delivery broke a cent a pound to 5Y%c last week, and 
another international conference of producers is scheduled 
to take place here soon to see what, if anything, can be 
done about the situation. Prices and demand for tin, zinc, 
lead and silver are at about the lowest levels on record. 
With new construction work practically at a standstill some 
of the higher cost mines must eventually shut down for 
lack of working capital. 

PETROLEUM—While the longer range outlook for the 
petroleum industry depends much upon the outcome of 
legal battles which are being waged in the courts between 
independent producers and State proration commissioners, 
production in the meantime is being held to a little below 
consumption and it seems likely that fourth quarter reports 
of leading refiners will compare favorably with the fairly 
satisfactory third quarter returns which are now coming in. 

RAILROADS—While the past three months have wit- 
nessed considerable improvement in railway operating 
revenue, thanks largely to the recent speculative movement 
of commodities from producers to middlemen, the majority 
of roads are not yet earning their fixed charges and, for 
the first time in history, have an excess of current liabilities 
over current assets. The stronger carriers will undoubtedly 


weather the de- 


RAILROAD EQUIPMENT—Only one locomotive and 
30 passenger cars have been ordered during the first nine 
months of this year; so that the nearby outlook for com- 
panies supplying such equipment is not encouraging. 
Freight car building is more active, having registered a 
distinct gain in September but, of course, is still far below 


normal. It is estimated, however, that the surplus of 
750,000 idle cars recently reported as in good order 
really include about 500,000 which will have to be replaced 
by 1936. After earnings warrant the expenditure, there 
must come a considerable wave of replacement buying: 
though it is probable that a great deal of the initial work 
will be assigned to the railroads’ own shops. 


PAPER—The newsprint industry is operating at only 
30% of capacity. Prices have recently been cut to $38 
a ton, f.o.b. mill, and Swedish mills are reported as offering 
newsprint in New York as low as $34. As the Canadian 
industry was financed on a basis of 100% plant operation, 
with newsprint selling at $75, several companies are already 
in receivership, and further failures are threatened. In 
order to avert complete chaos in the industry, efforts are 
being made to consolidate the majority of smaller Canadian 
companies into a huge organization which would over. 
shadow in aggregate size the total potential output of Inter- 
national Paper Co. 


TEXTILES—Cotton and rayon textile activity for 
October was 7% larger than September production, and 
Capacity operations are scheduled for the balance of the 
year. This spurt in output, however, is to satisfy recent 
sudden demand in the domestic market, the mills of Japan 
and India having undercut our textile export trade. Prices 
are lower, and it is feared temporary overproduction now 
may lead to complications later. 


Conclusion 


_ Granting the principle of economic momentum, accord- 
ing to which recovery is self-perpetuating like liquidation, 
once started, it is logical to suppose that the slow improve- 
ment already witnessed will continue at a somewhat accel- 
erated pace after the approaching seasonal recession has 
passed. It must be recognized, however, that although the 

election _ results 











will probably not 











pression; but, un- 
less traffic picks 
up materially 
without undue 
delay, even the 
R. F. C. will not 
be able to avert 
receivership for 
those which are 
overburdened 
with funded debt. 
In many instances 
the securities of 
such roads are 
already selling at 
or below receiver- 
ship prices; s0 
that a forced 
scaling down of 
fixed charges may 
be regarded more 
as a salutary and 
necessary opera- 
tion than i a 
catastrophe. 
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THE TREND OF COMMODITY PRICES 


U.S DEPARTMENT OF LABOR INDEX ~1926=100 





Changes in Major Commodity Groups for the Fortnight Ended 
October 15, 1932 





make any appre- 
ciable difference 
‘in the course of 
business next 
year, much de- 
pends on Con: 
gress and its abil- 
ity to withhold 
legislation that 
might impair con- 
fidence in the cur- 
rency or in the 
Government's 
credit. If con: 
fidence can be 
maintained, then 
the forces of re 
cuperation whic 
are now at wor 
should bring us 
out of the de 
pression without 
further legislative 
interference. _- 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


This department welcomes and invites contributions from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 
particularly appropriate since they often are of interest to many. The services of 
this department also are available for answering investment questions of general 
interest excluding inquiries regarding the position or prospects of individual securities. 








What Is Foreign Exchange? 


A Simple Explanation of a Complicated Topic 


Editor, Readers’ Forum: 


I wish you would take the space in some nearby issue to 
give a simple explanation of foreign exchange, its functions 


and workings. 


This may seem to you a very elemental sub- 


ject, but I believe there are many readers like myself who do 
not have the proper grasp of it that is necessary to under- 
stand gold movements and international payments which are 
given so much consideration in current business problems. 


—E. B. N., Chicago. 


OREIGN exchange is an order upon a bank account 
in some foreign country, payable in the currency of 
that country; just as domestic exchange is an order 

upon some domestic bank account, payable in domestic 
currency. The term includes cable transfers, bankers’ 
drafts, commercial bills, money orders, travelers’ checks, 
dividend and interest checks, and coupons from foreign 
bonds. If John Smith in Chicago owes Jim Brown in New 
York $1,000, Jim Brown can present to his New York bank 
for collection a draft on John Smith for $1,000. In the 
process of collection, Smith's bank account in Chicago will 
be charged with the amount and Brown’s New York ac- 
count credited; so that, in effect, the domestic draft is an 
order to transfer a specified number of dollars from one 
bank account in the U. S. to another bank account in the 
same country. Similarly, Sterling exchange is an order to 
transfer a specified number of English pounds from one 
British bank account to another bank account in England. 

But it may be of no direct benefit to Jim Brown of New 
York to have a thousand pounds on deposit to his credit 
in a London bank. He has bills in New York that have 
to be paid in American dollars. So he sells his right to 
collect a thousand pounds in England (his Sterling ex- 
change) for its equivalent in American dollars, to some- 
one who can make use of a bank credit of a thousand 
pounds in England. The purchaser is usually some New 
York bank or trust company which specializes in buy’ 
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ing and selling foreign exchange. The purchasing bank 
then pays, or credits, Jim Brown with the equivalent num 
ber of dollars, and forwards the bill of exchange to its 
branch or correspondent in England for collection and 
credit to its account there. Subsequently, the purchasing 
bank here may sell a like amount of Sterling exchange to 
some one (perhaps an importer) who has use of an equiva’ 
lent number of pounds, and thus recovers the dollars paid 
to Jim Brown. The second purchaser will forward the bill 
te London for collection, where it will be charged to the 
New York bank’s account in that city. 

In this country, the Federal Reserve banks collect do 
mestic exchange, and ship currency, between most points 
free of charge; so that domestic checks and drafts on the 
majority of banks in the country are usually worth their 
par or face value at any city in the United States. But 
as the currency of one nation cannot be used in any other 
nation, and as considerable expense and delay is entailed 
in transferring gold from one country to another, it is 
quite natural that the price of foreign exchange should 
vary considerably from time to time. 

The whole subject of foreign exchange is quite easy 0 
understand if we substitute the words “deposit,” “bank 
account,” or “credit,” for the word, “exchange.” When 
the demand for foreign credit here exceeds the supply 
here, the rate of foreign exchange advances. A falling rate 

(Please turn to page 126) 
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UU RERSONAL SERVICE SECTION 











Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, inquiries on any listed securities in which you may be interested, or on the stand- 


ing and reliability of your broker. 
represent thousands of dollars in value to you. 


1. Give all necessary facts but be brief. 

2. Confine your requests to three listed securities. 

3. Write full name and address plainly, and enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 

Special rates upon request for those requiring additional service 


This service in conjunction with your subscription should 
It is subject only to the following conditions: 








TEXAS GULF SULPHUR CO. 


As a new subscriber I would appreciate 
your giving me some advice as to my hold- 
ings in Texas Gulf Sulphur. I bought this 
in 1931 and would of course have consider- 
able loss if I sold at present prices. Market- 
wise the stock has done very well recently 
coming close to its 1932 high. In view of 
earnings I can’t understand this seeming 
strength especially as the dividend ts bemg 
paid partly out of reserves. Do you think 
that there is a possibility of diwdend ad- 
justment? Would you advise holding as a 
speculation or would I better take my loss 
and sell now?—R. K. M., Boston, Mass. 

By virtue of the fact that Texas Gulf 
Sulphur Co. depends to a considerable 
degree on sale of its products to agri- 
culture, for fertilizer purposes, and 
sine demand for sulphur from that 
source has been reduced to only neces- 
sitous buying, it is not surprising to 
note that earnings have followed a 
downward course during the current 
year. Asa matter of fact, were it not 
for the fact that prices for this com- 
modity have been maintained at $18 
per ton during the last three years, 
earnings doubtless would have regis- 
tered a more pronounced decline. As 
tt is, profits thus far during the cur- 
tent year have covered prevailing divi- 
dend requirements by a fair margin 
and there is every reason to believe 
that results during the final quarter will 
enable the company to maintain its 
Present rate of distribution on the 
common stock over the medium term, 
at least. For the three months 


ended September 30, last, net income 
amounted to $1,434,853, equal to 56 
cents a share on the no par capital 
stock, as compared with $1,384,423 or 
54 cents a share in the preceding qu2t- 
ter and $2,315,926, or 91 cents a share 
in the September quarter of 1931. Re- 
sults in the first nine months of 1932 
amounted to $4,541,811 before deple- 
tion, equal to $1.78 a share on the capi- 
tal stock as against $6,704,091 or 
$2.64 a share in the nine months ended 
September 30, 1931. At the close of 
last year, $14,192,158 of $18,548,500 
total current assets, consisted of inven- 
tories, while cash as of the same date 
amounted to $3,477,002. The heavy 
inventory position was attributed to the 
fact that continuity of producticii, in 
the face of declining consumer demand, 
was felt to be the warranted course to 
follow, in order to avoid tremendous 
expense of reheating a sulphur mound 
after a shut-down. However, judging 
from recent reports, the annual state- 
ment for 1932 will reveal a modifica- 
tion of this policy, in that the company 
is now believed to be drawing from 
these reserves in order to bolster its 
cash position. Although earnings over 
the longer term are likely to be re- 
stricted because of the company’s in- 
creasing dependence upon leased prop- 
erties for its supply, we are inclined to 
oppose immediate liquidation of the 
stock believing that the shares offer at- 
traction on an income basis at least. 


TIMKEN ROLLER BEARING CO. 


Will you kindly give me your opinion as 
to the outlook for Timken Roller Bearing 
Co.? Do you think earnings for the last 
six months of 1932 will be any better than 
for the first half of the year? Do vou 
think there is a likelihood of further divi- 
dend adjustment? My stock cost me con- 
siderably more than present market prices 
and I am willing to hold for the long pull 
if necessary but if you advise selling or 
switching at this time I will be guided by 
te judgment.—M. M. L., Providence, 

Bp i: 


By aggressive research, Timken Rol- 
ler Bearing Co. has broadened the use 
of its chief product, tapered roller 
oearings. Although the automotive in- 
dustry represents the company’s prin- 
cipal outlet, its “bearings” have been 
adapted to machinery and railroads, 
more than 600 new applications having 
been secured last year. Unfortunately, 
industry and the railroads have not 
been in a position during the current 
year to modernize their equipment, 
with the result that Timken has bene- 
fitted little from the expansion of its 
outlets. Consequently, earnings trend 
of Timken Roller Bearing has followed 
that evidenced in the automobile indus- 
try. For the six months ended June 
30, last, profits amounted to $417,520 
equal to 17 cents a share on the capital 
stock, as compared with $2,462,714 or 
$1.02 a share in the corresponding in- 
terval of 1931. Dividends on the com- 
mon stock were reduced to a quarterly 

(Please turn to page 117) 
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YOU CAN BUY 
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Study Before You Invest 


UCCESSFUL investors are men who by 
study and wide experience have ac- 
quired a sound understanding of funda- 
mentals, and who select wisely from the 
opportunities of the time. No one without 
great experience by tvial and error or 
careful study is competent to invest in- 
telligently. Chance rumors determine too 
many purchases of securities. 


The Columbia University course “Invest- 
ments” teaches fundamentals. It tells 
where to get reliable information and 
how to evaluate it. It covers the principles 
that underlie successful investment. It is 
a practical course written and taught by 
experienced, eble men. It is an up-to- 
date service that should prove invaluable 
to everyone who invests or advises about 
investments. 


We shall be glad to send full informa- 
tion upon request. 





COLUMBIA UNIVERSITY, ne Study De- 
partment, New York, N. Please send 
me full information ‘scat Columbia Uni- 
versity Home Stucy Courses. IT am in- 
terested in the following Ly 
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“Only $3 for 
all this?” 


You'll be surprised, too, when you 
see how much luxury and conve- 
nience you can enjoy at the Hotel 
Lexington for as little as $3 a day. 

And here’s another fact that’ll make 
your expense account beam with 
gratitude—it costs only $1 aday more 
for two persons at the Lexington. 
A room which is $3 for one, for in- 
stance, is only $4 for two persons. 


HOTEL 
LEXINGTON 


Grand Central Zone,LexingtonAve. at 48th St 
NEW YORK CITY 
CHARLES E. ROCHESTER, Gen’l Manager 
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| Stocks Bonds 
| Cotton Grain 


Folder explaining margin 

requirements, commission 

charges and trading units 
furnished on request 


Cash or Margin Accounts 


Inquiries Invited 


SPRINGS & CO. 


“BROKERAGE SERVICE SINCE 1898” 


{ New York Stock Exchange 
Members ) and other leading exchanges 


60 Beaver St. NEW YORK 15 W. 47th St. 











LOEW’S INCORPORATED 


“THEATRES EVERYWHERE" 


October 27th, 1932 


HE Board of Directors has declared a 

quarterly dividend of $1.6214 per share 
on the outstanding $6.50 Cumulative Pre- 
ferred Stock of this Company, payable on 
the 15th day of November, 1932 to stock- 
holders of record at the close of business the 
iw So il of October, 1932. Checks will be 


DAVID BERNSTEIN 
Vice President & Treasurer 























For Features to Appear 
in the Next Issue 
See Page 75 
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HIGH 
GRADE 
BOND 
for Small Investors 


New York State Elec- 
tric & Gas Corporation 
414% First Mortgage Bonds 
are available in $100 units. 
These bonds meet the re- 
quirements of investments 
legal for savings banks in 
many states. Such securities 
are not as a rule available 
in small amounts. 

Present yield over 5% 
General Utility Securities 
Incorporated 
61 Broadway New York City 











Please send me Circular L 45 





Name. 








Ada-ess. 


——— 




















Points on Trading 


and other valuable informa- 
tion for investors and trad- 
ers, in our helpful booklet. 
Copy free on request. 


Ask for booklet MG 6 





Accounts carried on conserva- 
tive margin, 


Gistoum & (HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 























San Francisco, California 
November Ist, 193: 

At a meeting of the Board of Directors of 
Standard Oil Company of California nela 
today Dividend No. 27 of 50c per share was 
declared on the outstanding stock of this cor- 
poration payable on December 15th, 1932, to 
all stockholders of record as shown by the 
transfe> books of the corporation in San Fran- 
cisco and New York at the close of business 
on November 15th, 1932. 


STANDARD OIL COMPANY OF 
CALIFORNIA 





Chrysler Corporation 
, race ac ON GOMMON STOCK ~- 


A quarterly dividend, for the fourth quarter of 
1932, of twenty-five cents ($.25) per share, on 
the Common Steck, has been detiioed, pe 
December 31, be te stockholders of record 
at the close of business December 1, 1932. 


B. E. Hutchinson, Vice President and Treasurer 
rendre ete EEE SS ON 
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§ Payable in stock. * Including extras. + Old stock. 
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(Continued from page 113) 
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hasis of 25 cents with the September 6 
payment against 37//2 cents a share in 
the previous quarter, and the quarterly 
rate of 50 cents a share paid early this 
year. While the company stands to 
benefit from seasonal improvement in 
the automotive industry, maintenance 
of present reduced rate of dividends, 
obviously, is problematical. Financial 
condition at the close of last year was 
strong, total current assets amounting 
to $21,487,199 of which $14,037,365 
consisted of cash and marketable securi- 
ties, against total current liabilities of 
only $1,144,067. The company is in 
a favorable position to reflect general 
revival of business, and on the basis 
that you have retained your holdings 
through what appears to be the worst 
of the situation, maintenance of your 
position is advocated as opposed to 
liquidation at current deflated levels. 


INTERNATIONAL BUSINESS 
MACHINES CORP. 


I have 125 shares of International Busi- 
ness Machines Corp. purchased slightly un- 
der present market prices. A friend of 
mine has advised me to sell as he believes 
that the continued sluggishness of general 
business is bound to affect sales and find 
reflection in lower prices for the stock. I 
would appreciate your opinion as to the 
outlook and whether you advise me to con- 
tinue to hold or sell with the hope of buy- 
ing back at lower prices later—E. M. F., 
Kansas City, Mo. 


For the first time during the current 
depression, earnings of International 
Business Machines Corp. have reversed 
their upward trend, although the de- 
cline registered in the first nine months 
of 1932 was only moderate. Profits 
for the nine months ended September 
30, last, amounted to $5,038,962 equal 
to $7.16 a share on 703,345 shares of 
no par capital stock, against $5,629,125 
or $8.40 a share on 669,852 shares in 
the first nine months of the previous 
year. During the three months ended 
September 30, 1932, net income 
amounted to $1,496,845 or $2.12 a 
share, against $1,648,117 or $2.34 a 
share in the June quarter and $1,850,- 
633 or $2.76 a share in the third quar- 
ter of 1931. Present indications are 
that full 1932 returns will likewise fall 
moderately below those of $11.49 a 

are reported last year, although net 
returns will provide ample coverage for 
“urrent annual dividend rate of $6. 

tly, the company retired $500,- 
os Principal amount of Computing- 
abulating-Recording Co. 6% bonds 
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due 1941, thus leaving $1,488,000 par 
value of an original issue of $7,000,000 
of bonds outstanding; the company’s 
only funded debt. At the close of last 
year, total current assets amounted to 
$10,852,236, of which $4,885,145 con- 
sisted of cash and U. S. Treasury cer- 
tificates, against total current liabilities 
of only $2,776,658 leaving net work- 
ing capital of $8,075,578. Operations 
were expanded last summer by the 
purchase of the accounting and weigh- 
ing machine division of the National 
Scale Corp., of Chicopee Falls, Mass. 
The principal product of National 
Scale Corp. is a weight-counting ma- 
chine, or scale, used to count a number 
of uniform articles by automatically 
comparing their total weight with the 
weight of one unit. It is believed that 
sales ofInternational Business Ma- 
chines Corp. will be further augmented 
by this addition. International Busi- 
ness Machines Corp. is not only in a 
favorable position to reflect general 
business recovery in this country, but 
is so situated that world-wide revival 
of trade doubtless will be reflected in 
the longer term earnings trend. Conse- 
quently, we see little cause for disturb- 
ing present holdings of the shares and 
counsel against such action. 


GOLD DUST CORP. 


Through the settlement of an estate I 
have 100 shares of Gold Dust Corp. and 
would appreciate your advice as to the ad- 
visability of holding. At its present price 
it yields 10%. I have always felt that high 
yields frequently forecast dividend adjust- 
ment but of course realize that present con- 
ditions are so unprecedented that the old 
rules for judging do not always hold good 
now. I would therefore appreciate your 
opinion as to its cash position, dividend and 
business outlook and your recommendation 
as to whether I should hold or switch to 
some other company—H. S. S., Minne- 
apolis, Minn. 


Although Gold Dust Corp. does not 
publish interim financial statements, re- 
ports emanating from well informed 
sources indicate that full 1932 returns 
will closely approximate those of $1.73 
a common share reported for the 1931 
calendar year. To accomplish this end, 
the company doubtless has had to effect 
drastic economies, although sales of the 
company’s shoe polishes and soap prod- 
ucts are believed to have been com- 
paratively well maintained. On the 
other hand, the package foods division 
has been adversely affected by curtailed 
purchasing power of the public, as re- 
flected in its preference to lower priced 
bulk goods, as opposed to packaged 
foods, while sales of “Nucoa” butter 
have been particularly hard hit by de- 
pressed prices of the dairy product. 
That the management has been success- 
ful in maintaining earnings at close to 
last year’s levels, however, augurs well 
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sent on request for MW-12 


M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 
R. A. Coykendall J. G. Bishop 
Member 
New York Curb (Asso. ) 


20 Broad St. New York 


























IMPERIAL OIL, LIMITED 


Dividend 


Notice to Shareholders and the 
Holders of Share Warrants 


Notice is hereby given tbhit a dividend of 
twelve and one-half cents (12%c) per share, 
in Canadian funds, has been declared by the 
Directors of the Company and that the same 
will be payable in respect of shares specified 
in any share warrant of the Company of the 
1929 issue within three days after the Coupon 
Serial Number THIRTY FIVE (35) cf such 
share warrant has been presented and de- 
livered to ANY BRANCH OF: 


THE ROYAL BANK OF CANADA 


such presentation and delivery to be made on 
or after the 1st day of ember, 1932. 

Payment to Shareholders of record at the 
close of business on the 15th day of Novem- 
ber, 1932, (and whose shares are represented 
by share certificates of the 1929 issue), wili 
be made on or after the 1st day of December, 
1932. 

The books of the Company for the transfer 
of shares will be closed from the close of busi- 
ness on the 15th day of Novembez, 1932, to 
the close of business on the 30th day of No- 
vember, 1932 

BY ORDER OF THE BOARD 
F. E. Holbrook, Secretary. 


56 Church Street, 
Toronto, Ontario. 











A Message to Presidents: 


Create investor confidence in your securities 
by publishing your dividend notices, when 
declared, in these columns. Such publica- 
tion brings the investment features of your 
stock to the attention of stockholders of 
record who read The Magazine of Wall 
Street consistently for financial guidance. 
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for its longer term prospects. Financial 
condition of Gold Dust at the close 
of last year was exceptionally strong; 
total current assets amounted to $20,- 
119,779, of which $9,017,193 consisted 
of cash and marketable securities, 
against total current liabilities of 
$4,822,399, leaving net working capi- 
tal of $15,297,380. The capital struc- 
ture of the company consists of 61,160 
shares of $6 cumulative preferred stock 
and 1,798,602 shares of no par com- 
mon. Current dividend rate of $1.60 
a share appears reasonably secure, and 
while the common stock must be re- 
garded in a speculative light, long term 
potentialities are sufficiently favorable 
to justify continued retention of com- 
mitments made at higher levels. 








Who Will Profit in Artificial 
Weather? 
(Continued from page 105) 








has passed through a heater and cooler 
unit, local cooling units may be used 
in hot weather or some moisture may 
be added to heated air in the winter. 
Each household must preforce suit the 
kind and amount of air conditioning 
to its own heating system and to its 
pocketbook. There is already a sufh- 
ciently wide choice of units for each 
and every purpose, suitable to a bunga- 
low or a skyscraper apartment. 

New residential construction is a 
fertile market for either complete or 
partial air conditioning. At any rate, 
a large proportion of new dwellings 
will undoubtedly be designed for air 
conditioning and provisions for its fu- 
ture installation will be made in many 
houses where the owner cannot afford 
the luxury of providing his own 
weather at this time. 

A great many manufacturers in 
other lines see in air conditioning a 
new product that can be manufactured 
at no great expense for new equipment 
and that can be sold by their present 
outlets. Should air conditioning prove 
to be as large a market as it now ap- 
pears, more and more enterprising firms 
will enter the lists. If, as many com- 
petent observers believe, air condition- 
ing promises to develop into a large 
and important new industry, many 
suppliers of raw materials such as cop- 
per, aluminum, galvanized sheets, etc., 
would benefit substantially, while parts 
makers would find it profitable and the 
public utilities would find the use of air 
conditioning devices the source of an 
additional highly profitable and con- 
tinuing revenue. To the extent that 
air conditioning as an industry requires 
the use of additional raw materials and 
services, it has considerable promise. 
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The question uppermost in the minds 
of observant investors, and of specu- 
lators, too, is—who is going to benefit 
from the development of air condition- 
ing? Corporations already engaged in 
providing the apparatus range from the 
largest to small concerns of which the 


general public is in ignorance. The 
most important factor in the new in- 
dustry has been supplying air condition- 
ing apparatus and installing systems 
since 1915, has assets of several millions 
of dollars and is unknown to investors 
because its securities are seldom traded. 
This is Carrier Corp., a holding com- 
pany. A number of makers of heating 
units are interested in this new market, 
and makers of refrigerator units are 
pushing the sale of air cooling units, 
etc. General Motors Corp. is a big 
factor in air cooling through its 
Fridigaire Division and so is General 
Electric Co., but probably American 
Radiator & Standard Sanitary Corp. is 
destined to be the most important 
manufacturer in this new industry be- 
cause its business is almost entirely iv 
the very large residential building 
market. 

Naturally, the firm which makes all 
of the various equipment necessary for 
full air conditioning would have an ad- 
vantage and when such a fi:m has 
already a large distributor organization 
and a reputation and good will among 
home builders and home owners, it is 
bound to gain a preponderate place in 
the market. American Radiator & 
Standard Sanitary Corp. has for many 
years sold domestic and industrial 
heating plants and, through subsidia- 
ries, ventilating systems and air washers 
and filters. Consequently it already 
supplies every part of an air condition- 
ing system except cooling units. 

The most important distributors of 
heating and ventilating equipment are 
the local contracting engineers who do 
the bulk of this work in both the in- 
dustrial and residential fields. As a 
group they are the most competent dis- 
tributors of air conditioning devices. 
Nevertheless, electrical merchandisers 
see a very large market for air coolers 
and certainly the first spoils have gone 
to the distributors of electric refrig- 
erators. The remarkable progress of 
electric refrigeration during these de- 
pression years attracted the keenest 
specialty salesmen and for this reason 
the makers and distributors of cooling 
devices have a great advantage over the 
more competent local contractors. Since 
heating is an integral part of air con- 
ditioning, it would ‘be reasonable to 
suppose manufacturers of refrigerators 
would follow the lead of General Elec- 
tric Co. and make heating units for air 
conditioning. 

At no time would the profits from 
their participation in the field of air 
conditioning warrant selecting General 


Motors Corp. or General Electric Co, 
for this prospect alone. Their prin- 
cipal business will always be elsewhere 
and successful investment in either of 
these large corporations would have to 
be based on some other considerations 
than their prospects in this new indus 
try. At the present time the operations 
of American Radiator & Standard 
Sanitary Corp. are seriously handi- 
capped by the extremely small volume 
of new building construction _ In spite 
of the evidence that this corporation 
will be the most important in the com- 
ing industry, any investment in it 
might properly await the revival of 
new building operations. There r- 
main then a few relatively small con- 
cerns, each of which ought to be ex- 
amined on its own merits. 








Pacific Lighting Corp. 
(Continued from page 103) 








anced capital structure of the company 
lends merit to the common shares, since 
these represent a considerable part of 
the entire capitalization and are thus 
favored by an unusually large equity 
in gross earnings. This factor makes 
for stability in the earnings available 
for the common. In recent years the 
balance remaining for the common has 
approximated 15% of gross revenues. 
This ratio, which is being substantially 
maintained in depression, compares 
with less than 8% of gross revenues 
converted into common share earnings 
in 1926. 

Pacific Lighting has always followed 
a conservative dividend policy, in re 
cent years paying out approximately 
60% of the amount available for the 
common stock and utilizing the balance 
in re-investment in the business. 

Current assets on June 30, 1932, 
amounted to $15,545,000, of which 
$8,980,000, or nearly 58%, represented 
cash or its equivalent. Current lia 
bilities totaled $11,442,000, including 
$2,250,000 consumers’ charges set up 
as a result of the recent adverse lower 
court decision on disputed rates. 

The common shares are subject to 
fairly wide market range, the current 
quotation of $39 per share comparing 
with this year’s high of $47.50 and the 
summer’s abnormal low of $20.75. 
yield afforded by present prices is ap 
proximately 7.7%, thus discounting 1 
substantial degree the possibility of @ 
moderately lower payment in the event 
that lower service rates are enfo 
by court decision. The stock would 
appear an attractive investment medi 
um when available in periods of mar’ 
ket weakness. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 

















| 


Reta 


as COl 
chand: 
the m 
that a1 
Wh 
their ¢ 
writin; 
half o 
pens a 
some 
Under 
and de 
pect a 
import; 
derlyin 
s 
lowed | 
The st 
and eg 
in the 
affirmat 
Wit! 
yal 
Ugust 
changec 
clearly 
two ye; 
of seri 
weeks— 


NOVE, 


















re 
ere F: 





Re, ww 


af accarns[. © ae 
: A 
“© 
Vee ew ew me a Rime £6) 









wees 












Mijawie es mse a ee od etre 
aii: ai ws mms ms mew 


* ie ee ee ee 2 ee 
Siinwin: ws em es em es mw 


4 
4 


 eclattiod 





“aVOY-PLAZA 





Ipeauy LOCATED on Fifth Avenue 
at Central Park, The Plaza aad 
The Savoy-Plaza offer the highest 
standards of hospitality... every- 
thing to make your visit an enjoy- 
able one. 


NATIONAL HOTEL of CUBA 


The COPLEY-PLAZA, Boston 





Reservations for the 


may be made u 
The PLAZA 
and The SAVOY-PLAZA 
New York 


Ola m@); 
DISTINCTION 






FRED STERRY 
President 



















JOHN D. OWEN 
Manager 






















npany ” 

, since SP 

art of 

> thus 

equity 

makes HENRY A. ROST, President 

ailable 

rs the 

on has 

‘tally Retail Trade On the Upgrade 

npares (Continued from page 95) 
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mings § ———— —————— 

lowed p % concerns efficiently managed mer- 

a chandising enterprises which have made 

nately the most of all operating adjustments 

may that are subject to human control. 

sie Wholesale commodity prices. made 
their depression low in June. At this 

1932, jE iting they have given up more than 

whi mi half of a rally which, as usually hap- 

sented Pens after excessive decline, involved 

xt liv OMe measure of sheer speculation. 

tu ding Under prevailing conditions of supply 

ct WP and demand, there is no reason to ex- 

lower fm Pet a dynamic price advance.. The 
important question is whether the un- 

ect to derlying major trend of deflation has 

une significantly broken, to be fol- 

6 stile lowed by a relatively stable price level. 

nd the The sum total of available evidence, 

5 The and especially the major improvement 

ine the credit structure, suggests an 

ing in afirmative answer. 

DF With their usual lag, retail prices 

event m ‘PPear to have reached bottom in 

forced August, September showing an un- 

would nged average. This is the first 

medi #4 katy defined period of stability in 

¢ mar fe WO Years. Unless there is a renewal 


of serious price weakness in coming 
weeks—and it appears highly im- 
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probable—merchandising results for the 
second half of this year, with due al- 
lowance for seasonal factors, should 
make a far better showing than during 
the first half of the year. Relieved of 
the worst inventory losses, not a few 
of the stronger merchandising units 
may well make a year-end turn from 
loss to profit. 

In any event the present period of 
increased price stability offers a much 
improved opportunity for efficient ad- 
justment of all phases of merchandising 
operations. What is in prospect is not 
a rapid recovery of profits, but the 
establishment of a base for sound and 
gradual recovery. Various companies 
already are upon such a base. Others 
vet have internal adjustments to com- 
plete and will not find salvation alone 
either in fortuitous gain in consumer 
demand or in the cessation of abnor- 
mal inventory losses. } 

Those enterprises, however, which 
have made the most of the lessons 
taught by depression are now in a posi- 
tion to convert a relatively moderate 
increase in sales volume into something 
more than a proportionate gain in 
profits. It appears probable that many 
would be able to show relatively satis- 
factory earnings on a gain of even 10 
per cent in gross business. 

In this connection the third quarter 
earnings report of Montgomery Ward 
& Co. is of unugual interest. It shows, 


in brief, that this enterprise as a result 
of a wide program of internal cost 
adjustments has now reduced its “pay- 
point” to a sales level of approximately 
$13,000,000 per month. It can now 
break even on such a volume. A year 
ago a volume of $18,000,000 to $19,- 
000,000 per month was required to 
break even. 

Analysis of the company’s quarterly 
report shows that in August there was 
a net loss of $30,000 on a sales volume 
of $12,988,264. In September, with 
a sales volume of $14,638.277, there 
was a profit of $395,100. The gain in 
income over August was $424,729 on 
a sales gain of $1,650,000. In short, 
approximately 25 per cent of the Sep- 
tember gain in sales over August was 
carried through to net profit. 

Within the scope of this article it is 
impossible to touch more than briefly 
upon specific adjustments of operating 
costs, particularly since these vary 
greatly with different enterprises. Large 
savings have been made in payrolls 
from top to bottom. Although far less 
uniform, in the aggregate substantial 
progress has been made in reducing 
capital costs. In many instances capi- 
tal losses left over from the boom years 
have been accepted and written off, re- 
removing a serious obstacle from the 
path of management. On the whole, 
some progress has been made in get- 
ting excessive leases down, both through 
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expiration of old leases and in many 
instances through individual negotia- 
tion between merchant-tenant and 
landlord regarding longer-term leases 
no longer supportable at current busi- 
ness levels. This problem of capital 
write-offs and of burdensome leases 
will, of course, not be solved at any 
one time. In its nature it is the slowest 
of the needed adjustments. As with 
other internal adjustments, however, 
the trend is at least in the right direc- 
tion. 

In meeting individual operating 
problems, almost innumerable instances 
of necessity-born merchandising in- 
genuity could be cited. There is a 
general over-capacity of store and ware- 
house space, ranging in typical enter- 
prises from 20 to 40 per cent. In 
many stores surplus space has simply 
been boarded up. Others, notably a 
large Brooklyn establishment, have met 
with surprising success in sub-renting 
surplus space to various tenants. 

Both in price and quality, emphasis 
in recent months has turned increas- 
ingly to bargain values, especially in 
utilitarian goods, under the keener 
shopping discrimination consumers have 
learned in depression. In all price 
classes a favorable public response to 
quality values has been experienced. 
Many department stores have been able 
to offset poor business “upstairs” by ag- 
gressive expansion of “bargain base- 
ment” selling on a cash-and-carry basis. 
For example, a small lamp may be sold 
on a baahceers. basis at, say, 80 
cents, in which case the major part of 
the markup of 30 cents over the cost 
of the article to the merchant goes to 
profit. If sold “upstairs” on open ac- 
count and delivered, the cost of these 
two services is 19 cents, reducing the 
profit to a negligible percentage. 

The trend toward “bargain base- 
ment” sales has focused attention upon 
the problem of excessive distribution 
costs in other departments. Delivery 
alone averages 17 cents per parcel and 
with credit, exchange and other service 
costs makes up a total distributing ex- 
pense on which merchandising manage- 
ment long has cast regretful eyes. It 
is to be doubted that more than mod- 
erate savings are possible in view of a 
very substantial customer demand for 
service. 

In a general simplification of mer- 
chandising processes, however, much 
progress has been made and more is 
probable. Buying methods in particu- 
lar have been adjusted to new condi- 
tions. Inventories, while low, are 
probably geared more closely to actual 
consumer demand than ever before, re- 
sulting in a relatively fast turnover of 
goods, with emphasis placed upon 
quick re-orders of such goods as prove 
to have appeal. 

While the general struggle to pull 
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costs still lower continues, merchandis- 
ing attention and endeavor have 
already turned, somewhat earlier than 
usual, to promotion of the holiday 
sales. In the main, it will be “Christ- 
mas as usual,” with a reasonably good 
chance that consumer demand will 
compare favorably with that of a year 
ago and with a certainty that gifts of 
practical utility will be pushed harder 
than ever before. 

In summary, merchandising has 
turned upward from bottom, has made 
its major adjustments and is ready to 
go ahead. The outlook appears bright- 
est for the larger department stores and 
chain systems. Depression has left 
these with an increased percentage of 
aggregate retail trade, at the expense 
of the small merchant. 








If Beer Comes Back 
(Continued from page 108) 








cal gentlemen who within recent years 
have made so much money in radio, 
television and gold mining stocks are 
now turning their attention to beer 
stocks. Dozens of new companies have 
been formed recently with the idea 
that before long they will be able to 
do legally what others are now doing 
illegally—and make money at it. 
Many of them, however, will do noth- 
ing but produce profits for their spons- 
ors regardless of the legal situation. 
The Better Business Bureau describes 
the inundation as the latest “racket.” 

Unfortunately for the prospective 
purchaser of beer stocks, there are ex- 
ceedingly few listed companies into 
which he can buy. Even prior to the 
prohibition amendment liquor securi- 
ties were not favorite speculative me- 
diums for the reason that by far the 
greater part of the prosperous com- 
panies were family owned, no stock 
being available to the public. Nor is 
there much likelihood that develop- 
ments of the near future will make 
much difference to this situation. 
About the best that one can do is to 
examine the possibilities of the few 
companies which are listed and also 
those of certain accessory companies 
which might reasonably be expected to 
feel the effects of a change in the 
nation’s drinking habits. 

There appear to be but three listed 
brewing companies, whose stocks are 
reasonably active. The Cleveland & 
Sandusky Co. was formed in 1898 as 
a consolidation of several manufac- 
turers. The common stock is listed on 
the Cleveland Stock Exchange and is 
currently selling around $5 a share. 
No earnings statements are available 


and at the end of last year the com 
pany’s current liabilities exceeded jx 
current assets by some $210,009 
Based upon the meager information 
available and making every allowanc 
for the fact that between 1906 and 
1919 dividends were paid irregularly 
and at varying rates on the common 
stock, the issue must be classed ag ap 
out-and-out speculation. Likewise, The 
Independent Brewing Co. (of Pitts 
burgh) is in an obscure position. Own. 
ing six breweries with an annual capac. 
ity of some 1,000,000 barrels, the com. 
pany since 1923 has failed to earn the 
full amount of the interest on its firs 
mortgage bonds and a large majority 
of the holders of the latter have 
assented to a modification of their 
rights. The preferred stock is cur 
rently quoted on the Pittsburgh Stock 
Exchange around $5 a share. 

By the manufacture of soft drinks, 
ice cream and other products, Pitts 
burgh Brewing Co. seems to have with. 
stood the past fourteen years of aridity 
somewhat better than the other two 
companies. It has, however, suffered 
severely. With the exception of a 
small profit in 1930, each of the pre: 
vious ten years resulted in a loss. Yet, 
at the present time both the common 
and preferred stocks are selling at 
their high points since 1921, show 
ing that speculators have already 
discounted in no small measure the ex: 
pected modification of the Volstead 
Act. Accumulated dividends on the 
preferred stock amount to nearly $50 
and both this and the common stock 
too must be considered radical specu: 
lations. 

Of the accessory companies likely to 
benefit from the advent of beer, the 
Crown Cork & Seal Co., Inc., seems 
to be in a reasonably favorable position. 
The caps manufactured by this com 
pany must be known to everyone at all 
interested in bottled drinks from their 
wide use on soft drink bottles, near 
beer, etc. Nevertheless, the benefits 
to be derived by this company from a 
modification of the Volstead Act are 
likely to be much smaller than is gen 
erally supposed. This is because any 
United States beer business will repre 
sent far from 100% of the companys 
total output. The extensive foreign 
business will be unaffected, while its 
domestic soft drink business will be 
unfavorably affected, if anything 
For the first six months of the current 
year, Crown Cork & Seal reported a 
deficit and despite a reasonably strong 
financial position, the current price 0 
$18 a share for the company’s st 
must be considered to represent at least 
some of the benefits to be derived from 
the legalization of beer. 

Because it produces more than 40% 
of all bottles and glass containers use 
in the United States, Owens-Illino 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL ST. REET 








Glass C 
modific: 
making 
it. But 
so man’ 
the bee 
and wi 
the sme 
tles. 7 
ing mo 
tions, h 
its com 
June 3 
purcha: 
his hog 
too, the 
countec 

Stanc 
some e 
through 
but the 
large tl 
unlikely 

On t 
conclusi 
bilities : 
monly ¢ 
exagger 
pany | 
price w 
expecte 
not to s 
beer cot 
not be 
which \ 
motely 
such a 
than ter 
of any f 
also wil 
way of 
a comn 
will be 
facture, 
mium 
sounder 
likely 
speculat 
basis ar 
quickly 
will not 


penne men 


Wh 








Glass Co. is expected to benefit from a 
modification of the Volstead Act by 
making beer bottles, and money doing 
But here again the company makes 
so many other kinds of containers that 
the beer business will not predominate 





2d its 
),000. 
lation 
wane 





















‘ath and will be offset to some extent by 
nmon mm the smaller demand for soft drink bot- 
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Stock fp but the company’s other business is so 
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“ink unlikely to be an important factor. 
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ery conclusion that the speculative possi- 
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7 ; mium the stock of one among the 
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rey likely to benefit. In this way the 
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authoritative opinion, holds, however, 
that the British financial authorities 
wish to see the pound go much lower, 
say to $2.50, before revaluation, so as 
to get the maximum advantage of vir- 
tual repudiation of part of the stagger- 
ing fixed charges of public and private 
debt, which are choking business to 
death. 

Whatever is happening or may hap- 
pen to the pound, it behooves the gold 
standard countries to look out for their 
own interests. They should consider 
well whether it is to their advantage to 
look on while England climbs up at 
their expense. It may be farsighted to 
contribute to England’s recovery by ac- 
cepting her cheapened goods while 
their home factories are closed; but the 
temptation is strong to raise tariffs 
against English imports as their prices 
go down, as France has already done. 
Bread upon the waters now may re- 
turn after many days, when England 
is restored, but deprivation, even in the 
best of causes is never an entirely 
pleasant process. 








New Light on Corporate 
Practice 
(Continued from page 87) 








It is, however, one thing to point 
out certain weaknesses in our current 
corporate practice and quite another to 
suggest remedies. Correction is prob- 
ably more a matter of education than 
regulation. The Smythes and the 
Joneses, who in the aggregate control 
these vast enterprises, must learn to 
exercise that control. They must also 
learn that the ownership of stock en- 
tails responsibilities—that on the way 
they exercise their right to vote de- 
pends not only their own interests but 
the livelihood of hundreds of work- 
men and the economic good of the 
country in general. 

Likewise, it must be more generally 
appreciated by the officers of a cor- 
poration that they have many moral 
obligations to their stockholders, which 
are to be found in no statute book. 
They must learn that the mere fact of 
legality in their actions does not neces- 
sarily make such actions to the best in- 
terest of the real owners. It has been 
suggested that all corporate officers be 
made to take an oath to serve their 
stockholders to the best of their ability 
and there is undoubtedly something to 
be said for the idea. 

While a more lively appreciation of 
the duties and responsibilities on the 
part of both officers and stockholders 
is certainly more important than fur- 
ther restrictive regulation, in one or 
two respects the law might materially 











Is knowledge of 


Which Security to Buy 


as important as 


The Right Method 
of Trading? 


Do you think that anyone really 
knows specific securities that are bet- 
ter than ; 


—U. S. Steel 

—General Motors 
—Consolidated Gas 
—American Tel. & Tel. 
—Du Pont 


—American Can 
—General Electric 
—Public Service of N. J. 


—and dozens of other good stocks listed 
on the New York Stock Exchange? Do 
you have to pay anyone to tell you that 
these are good stocks? Certainly not. 
This is common knowledge. 


What is not generally known is the REAL 
technical position and action of these stocks 
from which knowledge you can tell 
WHEN to buy, WHEN to sell, when to 
stay out of the market. And that is the 
way to use the function of trading for your 
protection and profit. 


This intelligent way of regarding the busi- 
ness of investing is dealt with clearly and 
courageously in an article by a member of 
the staff of the A. W. Wetsel Advisory 
Service entitled—“How to Protect Your 
Capital and Accelerate Its Growth— 
Through Trading.” 


It has probably done more to help people 
divest their minds of the fallacies and half 
truths which are really responsible for their 
losses—and to give them a working grasp 
of the positive philosophy which makes for 
success in investing than any piece of writ- 
ing that we know of. 


Methods That Protect and 
Produce Results 


This article shows that you need not wait 
to enjoy the benefits of correct investment 
management—it shows why you need not 
fear further market declines or even 
possible failures on the part of corpora- 
tions—but, on the contrary, how you can 
put these methods to work for your pro- 
tection and gain—at once. 


Fill in the blank below and we will send 
you “How To Protect Your Capital and 
Accelerate Its Growth—Through Trading” 
without obligation. 


 suatestenstestoeteeteetoestetennteeteteetentoeteeion + 
| A. W. Wetsel Advisory Service | 
| 1546 Chrysler Building, New York, N. Y. | 
| Send me, without obligation, article “How | 

To Protect Your Capital and Accelerate Its 
| Growth—Through Trading.” MW:8 | 
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| Name 


| Address 
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New York Curb Exchange 














IMPORTANT ISSUES 
Quotations as of Recent Date 


1932 
Price Range 
Recent 


————j—>1 
Name and Dividend High Low Price 


Alum, Co. of Amer.......... 90 22 34 
Amer. Cit, P. & L. B. ....-. 84 % 3% 
Amer. Cyanamid B.......... 8% 1% 3% 
Amer, & Foreign Pwr. War.. 10 1% 4, 
Amer. Founders ............ 2% VA 1 
Amer. Gas & Elec, (1)....... 41% 14% 25% 
Amer. Lt. & Traction (2%).. 24% 10 17 
Amer, Superpower .......... 10% 1% 4% 
Assoc. Gas Elec, ‘‘A” ...... 5% 5% 2% 
Brasil 7. %. & P.........00- 13% 7 7% 
Central States El............ 2% 
Cities Service ........-..... 6% 1% 3 
Cities Service Pfd........... 538% 10 18 
Commonwealth Edison (5)... 122 49% 70 
Commonwealth & So. War... 1 3/16 wy 
Consol, Gas Balt. (3.60)...... 69% 37% 61% 
8S aera 8% 2 4 
ee OE Se eee ere 18% 3% 8% 
Dow Chem, (2) .........--.. 39 21% «33 
Elec. Bond & Share (6% stk.) 48 5 

Elec, Bond & Share Pfd. (5) 59% 16% 39% 
Elec, Pr. Assoc. A (.60)..... 9% 2% 5% 
Fisk Rubber w.i. ........... 3% 2 2% 
Ford Motor, Ltd. ........... \% 2% 3% 


1982 
Price Range 
Recent 


——-—-, 
Name and Dividend High Low Price 


Glen Alden Coal ............ 231% 6 11% 
Goldman Sachs T............ 5 1 2% 
Gt. A. & P. Tea N. V. (6%). 168 108% 141 

ge  & are 44% 23 28% 
Hollinger Gold (.70)........ 5 3% 4% 
Hudson Bay M. & 8......... 5 % 254 
Humble Oil (2) .......-..++. 55 355% 40 

Nat, Fuel Gas (1).......... 14% 8 12% 
Nat. P, & L. Pfd. (6)........ 80% 35 65 

Newmont Mining ........... 28% 4% 10% 


N. Y¥. Telephone Pfd. .; 115% 98 113% 


Penroad Corp. ..........+++- 4% 1 
TS rae 8% 1% 3% 
St. Regis Paper Pfd........ 50 144% 28 
Singer Mfg. (8) ....--......- 138 15 98 
So. Penn Oil (1) ...........- 16%, 9% 18% 
Standard Oil of Ind. (1)..... 25% 18% 23 
Standard Oil of Ky. (1.20)... 15% 8% 11% 
EE EG cc cutescdewccsse 18% 7 1% 
se «ee 26 10 15 
United Founders ........... 3% 5/16 1% 
United Gas Corp............ 4% % 2 
United Lt. & Pow. A........ 9% 1% 4 











better the situation. There is no reason 
why a Federal charter should not be 
made available to companies engaged 
in interstate commerce. Indeed, in 
some instances it might be found ad- 
visable to make such a charter com- 
pulsory. 

Other constructive legislation might 
take the form of appointing a public 
official to represent the small stockhold- 
er at directors’ meetings. The law 
might state, for example, that this ofh- 
cial has the automatic right to vote any 
stock, less than one hundred shares, 
standing in the name of a single in- 
dividual from whom no definite proxy 
had been received. He should also be 
given the facilities and funds to cir- 
cularize all small stockholders and give 
them his opinion as to the merits and 
demerits of anything on which the com- 
pany’s directors were asking a vote. 

Or, it might be made compulsory for 
every company to enclose with each 
demand for a proxy a reasonably long 
list of its higgest stockholders. The 
small sharcholder should not be asked 
to give his vote to men of whom he 
has not heard. With a list of large 
stockholders before him the small man 
would not only know the names of his 
principal co-partners—something to 
which it would seem that he were 
clearly entitled—but would be certain 
of registering his vote for someone 
with interests similar to his own. More 
important still, a plan such as this 
would probably do much to eliminate 
those unhealthy situations where all 
the principal officers of a company are 
also on the board of directors. 
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There are certain abuses permitted 
today which ought to be made definitely 
illegal. The remuneration, whether in 
the form of a salary or bonus, of every 
oficer in a corporation should be 
known to the stockholders. An officer 
of a corporation, who is also an officer 
of a subsidiary corporation, should be 
prevented by law from drawing a 
salary from the subsidiary. There is 
no excuse whatsoever for pyramided 
salary checks. 

Neither should an officer of a cor- 
poration be permitted to borrow money 
from that corporation. Write-offs for 
bad debts of this kind have occurred 
all too often in the past few years. As 
an example, we have before us the 
financial statement of The Davison 
Chemical Co. as of June 30, 1932. It 
is not known whether in this particular 
case there were any extenuating cir- 
cumstances but, on the face of it, cer- 
tain items make disheartening reading. 
Not only did the company show a net 
loss of $1,564,318 for the year, but the 
charges made to surplus included: 
“Provision for loss on accounts due 
from former officer of subsidiary com- 
pany (including charges of $138,310.69 
resulting from litigation) $303,557.13 
. . . . Provision for loss in realization 
of advances to president of company 
and interest thereon $705,284.32 .... 
Loss on sale of stock held under offi- 
cials’) and employees’ stock purchase 
plan $322,222.70." If a company offi- 
cial can borrow large sums of money 
from that company and merely have it 
written off as a bad debt, there would 
seem no legal bar to his seizing the 


organization, lock, stock and barrel! 

Finally, the veil of secrecy which sur. 
rounds the operations of so many com. 
panies today appears to demand a legal 
rending. It might be made mandatory 
that the minutes of directors’ meetings 
be made public not later than gix 
months after the meeting was held 
This would preserve all the secrecy 
necessary to the preliminary discus 
sions of expansion plans, acquisitions 
new processes, or capital adjustments, 

To reiterate, the airing of the weak- 
nesses in current corporate practice 
must not be construed as a general in- 
dictment of all corporate enterprise. 
“Big business” has given us a great deal 
that otherwise would have been unob- 
tainable. The passing of the years, 
however, has brought up certain new 
problems: Without advocating Social- 
ism, certain steps must now be taken 
to assure, if our corporations are owned 
by the masses, that they are not ex: 
ploited by the few. 








Buying Opportunity Ahead? 
(Continued from page 81) 





the country’s national banking struc: 
ture. 

What the weakest of the railroads 
need is a writing down of capital ob 
ligations to a level in more realistic 
conformity with actual and prospec 
tive earning power. Such correction 
can not be indefinitely avoided. It 
should be followed by a sweeping re 
vision of Federal regulatory policies 
and by widespread reform in railroad 
finance. We have now the unsound 
situation in which all railway expan: 
sion involves extension of a rigid debt, 
in which it is apparently taken for 
granted that all bond maturities wil 
in some happy manner be re-financed 
when due and in which generally there 
is no sinking fund provision by which 
a definite proportion of earnings can 
be earmarked for debt payment. 

There is no reason why, under Gov 
ernment leadership, the railroad prob 
lem can not be tackled now in realistic 
fashion, rather than be further tided 
over by injections of public credit. 

There is also no reason why an im 
mediate start can not be made in pro 
viding more effective, national banking 
regulation. The difficulty is not one 
of temporary depression. For a decade 
small banks have been failing by the 
hundreds and it is now a matter 0 
common knowledge among informed 
observers that the majority of suc 
failures are directly due to incompetet! 
or inexperienced management. 
possible remedies open up many hones 
differences of opinion, but what stand 
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out is that our banking record makes 
an appallingly bad comparison with 
that of every other great nation. 

In short, the three problems of Fed- 
eral finances, railroad crisis and bank- 
ing reform are subject to direct and 
arly remedial action. If such action 
is had, business and security prospects 
will immediately become vastly bright- 
et, regardless of all other difficulties. 
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Tariff Changes Can Make or 
Break Business 
(Continued from page 84) 








the American product as much as $10 
aton. Many pulp mills are down and 
thousands of the industry’s employes 
are out of work. 

With the pound sterling down to 
$3.28, British cement is selling in New 
York for less than the American cost 
of manufacture. It is going at 40 
cents a barrel, with the labor cost alone 
of the American commodity 37 cents. 
Japanese china and earthenware plants 
are running overtime on American 
orders while the domestic industry is 
operating at only 25 per cent of ca- 
pacity. Japanese tennis shoes are 
crowding out the domestic product, and 
there is now a threat of Japanese tires 
at impossible prices. The same with 





rag and fiber rugs. 

Depreciated currencies have de- 
prived the steel industry of all protec- 
tion at home and markets abroad. For- 
eign steel products are pouring in and 
there are no exports. The steel tariff 
has become nothing but a revenue tax 
—as President Grace of the Bethlehem 
company says. With capacity to pro- 
duce more steel than all the rest of the 
world, the home market is being shared 
with foreign producers, ravenous for 
sales at any price and determined to 
extract profits from starvation wages 
at home. 

Whether because of depreciated cur- 
rencies or lower standards of living, 
enforced by the depression, present 
tariffs are proving no protection at all 
in many other lines. Depreciated cur- 
rencies are adversely affecting goods 
covered by sixteen tariff schedules 
and are officially reported as affecting 
136 manufacturing communities in 30 
states. By instruction of the President 
the Tariff Commission has undertaken 
to make recommendations for revised 
tates in these schedules at the very time 
when the schedules have been under 
hostile fire as excessively high. Prompt 
action is essential and expected and it 
is hoped that steps will be taken look- 
ing to the substitution of American 
valuations for foreign wholesale prices 
No tariff rate can defeat undervalua- 
tion. 
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It is obvious that if we are to adhere 
to the traditional American economic 
policy we must have higher protective 
tariffs than we have had. No tariff is 
high if it does not protect. Between our 
exclusion of foreign goods and the 
growing tendency of foreign countries 
to buy less and less from us, we are 
seemingly faced with a virtual with- 
drawal from actively promoted foreign 
trade. 

To make up for its loss we shall 
have to make considerable readjust- 
ments. We must either increase do- 
mestic consumption or reduce domestic 
production. It is absurd to say that 
it is impossible to increase domestic 
production enough to consume the 
equivalent of the goods we export. 

It is even more absurd to say that 
we cannot produce enough goods to 
fill the vacuum made by the elimination 
of competitive imports. 

Undeniably it will take time and in- 
volve difficult readjustments in our 
economic objectives and methods. But 
even if we assume that the loss of for- 
eign trade would leave us with useless 
manufacturing capacity and 2.5 mil- 
lions unemployed persons we could give 
employment to all by reducing work- 
ing hours and spreading out work. 

The national income would tempo- 
rarily be reduced and the standard of 
living lowered. But that must be 
weighed against the effects of the ruin 
of our industrial organization which 
would be wrought by admitting addi- 
tional competitive foreign goods to the 
amount of 1,150 million dollars annu- 
ally, which represents the payments on 
our loans and investments abroad. It 
is better to have nine-tenths of a large 
loaf than no loaf at all. 

The loss of foreign trade would bear 
with especial severity on the producers 
of those agricultural products which are 
normally produced in excess of domestic 
requirements—wheat and cotton for 
example. Steps would have to be taken 
to give them the equivalent of the pro- 
tection they cannot enjoy, with the 
price of their products determined by 
the surplus they must sell abroad. The 
beneficiaries of protection should be re- 
quired to share their gains with the 
farmers. France, which is usually com- 
pelled to import wheat, keeps the price 
up for its farmers, despite world prices, 
by an adequate tarift differential. Our 
problem is just the reverse, and tariff 
adjustment is not applicable. But re- 
striction of production, accompanied 
by export bounties or subsidies on such 
surpluses as are inevitable, is not be- 
yond practicability. We have no right 
to leave our farmers to the mercy of 
uncontrolled world prices for their 
products while we compel them to buy 
at protected home prices. 

In considering our own trade prob- 
lems we must not be unduly moved by 


the situation of other countries. With 
them, notably England and Germany, 
exports are a matter of life and death. 
It has been estimated that each of these 
countries has about 20 million people 
who live by foreign trade and would 
perish if there were no foreign markets 
for their products. It is unfortunate that 
such is the case, but they have the 
remedy in their own hands. Let them 
extend their national economic territory 
by reciprocal agreements with their 
neighbors. Briand had the right idea 
in his dream of an. economic United 
States of Europe. 

Those industries that have greatly 
over-enlarged capacity in the dream of 
fabulous foreign markets will have to 
recast their plans. They say frankly— 
the automobile industry, for example 
—that the desired expansion must be 
paid for by enlarged imports of foreign 
goods by somebody else. 

They say that we will throw away 
the income if not the principal of some 
30 billion dollars of substantial wealth 
that we have already bought and paid 
for unless we treble our imports. 

That is a stupendous amount of 
money but we can stand its loss as a 
part of the liquidation now necessary 
in so many respects to build a new and 
prosperous future. 

If our policy is one of protection we 
should live up to it.. There is nothing 
sacred in a rate, however high, ‘f it 
is not protective. There is nothing 
inviolate about an import valuation, 
however reasonable, if it is low enough 
to nullify a supposedly protective rate 
of duty. The Tariff Commission, and 
the Collector of Customs should 
zealously do all within their power to 
adapt the tariff system to the persistent 
attempts to storm its walls. What is 
beyond their power Congress should 
supply. 

That self-cooking crab of the South 
Seas may well be a symbol of mutually 
dependent nations courting self-destru:- 
tion by plunging into tariff wars, Uut 
for the United States the better svmbol 
is that of the burnt child tha: fiees the 
fire, the fire keing for us the destruc- 
tion of our balanced domestic economic 
structure. We are having now a bitter 
taste of what would follow an attempt 
to reconstruct our national entity as 
a mere fraction of a world entity. It 
might be magnificent for the world and 
pitiful for us. 





Correction 


In a table of the debt position for 
leading railroads given on Page 548 of 
the September 3rd issue Norfolk & 
Western Railroad was indicated as 
having a net loss in the first six months 
of 1932 of $5,380,000. This was an 
error and should have read “net income 
after all fixed charges.” 
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Interpreting Financial 
Notices 


This feature serves investors in clarifying various legal 
notices associated with important corporate changes. Notices 
concerning reorganizations and security holders protective 
committee especially, will be discussed in order to interpret 
legal phraseology and afford some background which will aid 
the security holder in deciding on his individual course. 


St. Louis-San Francisco Plan 
of Readjustment 


Judge C. B. Faris of the Federal 
Court for the Eastern District of Mis- 
souri has named James M. Kurn re- 
ceiver for the St. Louis-San Francisco 
Ry. Co. This action was taken with 
the consent of the company in order 
to prevent the disintegration of the 
property through the appointment of 
different receivers in suits brought or 
threatened in various state courts by 
claimants for small amounts. It is 
hoped that, notwithstanding these re- 
ceivership proceedings, the readjust- 
ment plan can be carried out as a vol- 
untary plan, without the expense and 
delay of a sale in receivership. 

Conforming to a condition attached 
by the Interstate Commerce Commis- 
sion to its approval of a loan from the 
Reconstruction Finance Corp., St. 


Louis-San Francisco announced on July 


6, 1932, a plan of financial readjust- 
ment. The company stated that heavy 
fixed charges, combined with severe 
trafic declines, resulted in a deficit in 
1931, and forecast another considerable 
loss in 1932. The readjustment plan 
rests on the belief that current income 
is abnormally low and that average 
earning power over the past ten years, 
which was adequate to cover fixed 
charges, represents normal conditions 
that can be expected to return over the 
next decade. Pending such recovery 
in earning power, however, it has been 
deemed necessary to materially reduce 
interest payments which, it is proposed, 
would be accomplished as follows: 
The Series A 4% and Series B 5% 
prior lien bondholders were to sur- 
render coupons maturing on or before 
July 1, 1937, in exchange for prior 
lien interest certificates which would 
bear fixed interest at 1% for two 
years, 2% for the next two years, 
and 3% thereafter. Interest on the 
prior lien bonds maturing after July 
1, 1937, and on or before July 1, 1942, 
would be 50% fixed, remaining 50% 
contingent and cumulative, provided, 
however, that if for two years earnings 
equalled $3,000,000 plus 1% times in- 
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terest at full rate on all outstanding 
obligations, then all such interest after 
the next July 1 should be fixed. 

Coupons maturing after July 1, 1932, 
and before July 1, 1937, on all series 
of consolidated mortgage bonds, were 
to be surrended in exchange for con- 
solidated interest certificates having 
provisions similar to prior lien interest 
certificates. Interest maturing after 
July 1, 1937, and before July 1, 1942, 
are consolidated mortgage bonds would 
be 40% fixed and remaining 60% con- 
tingent and cumulative. In other 
respects, to be treated the same as in 
the case of the prior lien bonds. 

As compensation for agreeing to this 
plan, each $1,000 of prior lien bonds 
receives 2/3 of a share of new $6 pre- 
ferred and one share of new common 
of the St. Louis-‘San Francisco, and 
each $1,000 consolidated bond receives 
one-half share of new $6 preferred and 
¥% of a share of new common. 

A new mortgage, prior, as to assent- 
ing bondholders, to the prior lien and 
consolidated mortgages on properties of 
the company would be created, limited 
to $25,000,000 to be used for general 
corporate purposes, subject to restric- 
tion for the protection of the existing 
bonds to be determined by managers 
and specified in the mortgage. 

Kansas City, Fort Scott & Memphis 
Railway refunding 4s due October 1, 
1936, under plan are extended 10 years 
at existing rate of interest in considera- 
tion of which each holder of $1,000 
bond receives 1/3 share of $6 preferred 
stock and Y% share of common stock. 

General mortgage currency 4s and 
income mortgage currency 5s of Kan- 
sas City, Memphis & Birmingham 
Railroad and equipment obligations 
would remain undisturbed. Short term 
notes held by Reconstruction Finance 
Corp. and Railroad Credit Corporation 
would be extended to latest possible 
dates. Bank loans would be extended 
to July 1, 1942, with interest rate fixed 
at 3% to July, 1937, and thereafter at 
annual rate of 6%, 3% of which would 
be fixed and 3% contingent, if and so 
long as any interest on bonds was con- 
tingent. 


Outstanding 6% preferred stock anj 
common stock would be exchanged int) 
an equal number of no par shares 9, 
shares of smaller par value with sam, 
rights as at present. Holders of both 
classes of stock would be entitled t) 
subscribe for stock issuable to bond. 
holders at $60 for each unit of 2/3 of, 
share of $6 preferred and one share of 
common stock. 

It is estimated that if this capital re 
adjustment plan can be carried oy 
without a sale in receivership, the 
present receivership could be termi 
nated with a cost of only approximately 
$300,000. If a sale in receivership 
becomes necessary, the cost can be esti: 
mated at around $1,000,000 and should 
the plan by any chance fall through 
and the road be obliged to go through 
a regular receivership of long duration, 
the extra expense involved would un 
doubtedly run into several millions of 
dollars. 

The time within which deposit of 
the bonds may be made has been ex: 
tended to November 26, 1932, and at 
this writing, approximately 64% of 
the outstanding bonds have assented to 
the plan. Depositaries are Bankers 
Trust Co., for Fort Scott bonds; Cen- 
tral Hanover Bank & Trust Co., for 
Prior Lien bonds; Chase National 
Bank, for Consolidated bonds, all of 
New York City. 





Conde Nast Publications 
Deposit of Notes Asked 


Holders of this company’s three year 
sinking fund 6% notes due December 
15, 1932, have been requested to accept 
in exchange for these notes an equal 
amount of first mortgage 6!/2% bonds 
to be dated December 15, 1932, and 
to mature December 15, 1937, plus 
$100 in cash for each $1,000 prin 
cipal amount. Letter to noteholders 
stated that the corporation had been 
unable to arrange for refunding of 
notes through customary channels, be 
cause of prevailing financial conditions. 
The first mortgage 612% bonds would 
be limited to an issue of $1,000,000. 
Among properties covered by the mort 
gage would be real estate, buildings 
plants, machinery and equipment, now 
owned by the corporation which, had, 
as of June 30, 1932, after allowing for 
depreciation reserves, a net book value 
of over $3,000,000. The time within 
which notes might be deposited has 
heen extended to November 15, 1932. 
The offer becomes effective if 90% 0 
notes are surrendered for exchange, 
unless the corporation in its discretion 
declares the plan effective upon deposi 
of a smaller amount. Holders desir 
ing to accept the offer should deposi 
their notes with the Manufacturer 
Trust Co., New York City, depository 
At this writing, 58% has already been 
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17 Points Profit—No Losses 
from Last Trading Campaign 


HIS is the result of our last trading campaign from October 21 to November 


3—less than two weeks. 


Four market leaders—Atchison, Westinghouse Elec- 


tric, Union Pacific and Allied Chemical—were the stocks carried. Of course, our 
subscribers were definitely advised by wire when to make the commitments and when 


to complete them. . 


Over 50% profit has been available this year through our Trading Advices—an 


illustration of our consistent accuracy in forecasting intricate market phases. 


Take 


advantage of this aggressive program to mark down the costs of securities you now 
hold, recover, your losses and build up your capital. 


New Semi-Investment and Investment 
Buying Points Rapidly Approaching 


Convincing evidence is shown in our general financial position and business itself that the low 


level of the current depression was made last summer. 
opportune times on this major secondary reaction. 


when to buy and when to sell through our Unusual Opportunities and Bargain Indicator. 


It is a question, therefore, of buying at 


In this respect, the definite and continuous 
counsel of the Forecast should bring you very substantial profits through telling you what and 


Bonds 


and Preferred Stocks will also be recommended in our Investments for Income department. 


With a capital or equity cf $1,000 you can fol- 
low our Tradine Advices or Bargain Indicator 


recommendations. $500 is sufficient for our 


Unusual Opportunities. 





(a) 
Trading Advices following 
intermediate rallies and de- 
clines (for the purpose of 
securing profits that may pe 
applied to the purchase of 
investment and income pro- 
ducing securities). 


| 


| 


(b) 
Speculative Investments. 
Low-priced common stocks 
that 9‘ cr outstanding possi- 
hilities for price apprecia- 
i.” Over a moderate period. 
recommended and carried in 
our Unusual Opportunities. 


ket opportunities. 
der our guidance. 
with your remittance—today. 


(ce) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


This Complete Service for Six Months Only $75 


Tre coming months will offer outstanding mar- 
Make the most of them un- 
Return the coupon below 





> 
(4) 


Investments Mainly for In- 
come but with possibilities 
for enhancement in value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


So that you may take ‘immediate steps to place your present portfolio on a sound and profit-pointing basis, 





send us with your subscription a list of your security holdings for our analyses and r mendations 
oe ee MAIL THIS COUPON TODAY--——-—-----— -— 
Tue INves1MENT AND THE INVESTMENT AND BUSINESS FORECAST pear 
Bustness Forecast Cable Address: TICKERPUB 


of 


TI enclose $75 to cuver my six months’ test subscription to The Investment and Business Forecast 
I understand that regardless of the telegrams I select I will receive the complete service outlined 


| 
| 
| of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
| 
| 
i 
] 


($137.50 will cover an entire year’s subscription.) 


[Ej Telegraph me-colleet your Trading Advices and thereafter as desorfbed im (a). 


O Telegraph me collect your Unusual Opportunity recommendations and thereafter as described 
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above by mail. 
The Maerzine . Name 
Address 
of | CWP ctcccss ere 
Wall Street a 
i. ! 
RA | a! in (c). 


©) Telegraph me collect your Bargain Indicator recoinipendations and teereafter as described 
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Keep Posted 


The literature listed below was pre- 
ee wi the utmost care by business 
ouses advertising in this issue. It will 
be sent free upon request, direct from 
the issuing houses. Please specify num- 
ber. Address Keep Posted Department 
Magazine of Wall Street, 90 Broad Street, 
New York, N. Y. 





“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 


“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with Market Letter 
will be mailed upon request. (785). 


PARTIAL PAYMENT PLAN 
An old established New York Stock Exchange 
house offers a booklet describing a method 
by which listed securities may be purchased 
on monthly installments in odd or full lots, 
(813). 
“SOME FINANCIAL FACTS” 
An interesting booklet issued upon request 
by the Bell Telephone Securities Co. (875). 
“A CHAIN OF SERVICE” 
Describes and illustrates the history and de- 
velopment of the Associated Gas & Elec- 
tric System. (884). 
COLUMBIA UNIVERSITY HOME STUDY COURSES 
If you invest or advise about investments, 
know well the basic principles of investment. 
Full information on Columbia Home Study 
Courses will be gladly furnished. (892). 
“STOCK EXCHANGE SERVICE FOR THE SMALL 
INVESTOR” 
This booklet, published by M. C. Bouvier & 
Co., will be sent upon request. ). 
“HOW TO PROTECT YOUR CAPITAL AND ACCELER- 
ATE ITS GROWTH—THROUGH TRADING” 
Is the title of an interesting article by E. B. 
Harmon of A. W. Wetsel Advisory Service, 
which will be sent on request. (936). 
MARGIN REQUIREMENTS, COMMISSION CHARGES 
Springs & Co., have prepared a folder ex- 
plaining margin requirements, commission 
charges and trading units. Oopies gladly 
sent to investors and traders. (939). 














The Board of Directors have this day de- 
clared the regular quarterly dividend of 75c 
per share on the Convertible Preference Stock 
of this Company, payable December Ist, 1932, 
to stockholders of record November 17th, 1932. 
‘Transfer books will not close. Checks will be 


mailed. 
JACK COHN, Treasurer. 


November 4th, 1932. 








November 9th, 1932 
The Board of Directorshas declareda quarterly 
dividend of 1% ¥ on the Outstanding Preferred 
Stock of this Company, payable on the 1Sthday 
of December, 1932, to Stockholders of Record at 
the close of business on the 25th day of Novem- 

ber, 1932. Checks will be mailed. 

DAVID BERNSTEIN, 
Vice-President & T 
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Alpha Port Cement Pfd. (7) 
American Book Co. (4) 





Amer. Meter Co. ... as 
Babcock & Wilcox (2) . 
Bohack (H. ©.) Co. Ist Pfd. (7). 
Bon Ami, B (24%) 


Douglas Shoe Pfd. 
Dixon (Jos.) Crucible 
Dictaphone Corp. 
Fajardo Sugar 
Franklin 





Gt. A. & P. Tea Pfd. (7) 
Herring-Hall Safe 


deposited. Conde Nast, in common 
with other magazine publishers, has 
had to contend with the severe curtail- 
ment in advertising appropriations, the 
decline in advertising revenues up to 
the current year having amounted to 
approximately 60% of the 1929 level. 
However, due to reductions in ex- 
penses, the company thus far has been 
able to operate at a profit. 
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(Continued from page 112) 





IMPORTANT ISSUES 
Quotations as of Recent Date 


Howe Scale 
Do Pfd. : 
Merck Co. Pfd. (8) 
Macfaddex Pub. 
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Singer Mfg. Co. (8) 
Standard Screw (2) 
Stetson (J. B.) Co 

Do Pf 
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West Va. Pulp & Paper (.40).... 
Do Pfd. (6) 

White a Pfd, (10)... 
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etc.—tends to depress the rates for for: 
eign exchange in this country, and to 
elevate the rate of dollar exchange 
abroad. Conversely, an international 
transaction which calls for the move 
ment of any considerable volume of 
credit from this country to another na- 
tion—such as the domestic flotation of 
foreign securities, foreign sales here of 
our stocks. and bonds, calling of short 
term loans for the account of for 
eigners, payments for our imports, etc. 
—tends to raise foreign exchange in 
this country, and to depress dollar ex: 
change elsewhere. 








of exchange here, say for Sterling, in- 
dicates that more exchange iis being 
offered here than is wanted at the time 
at current rates. Obviously, a falling 
rate for Sterling in New York will be 
accompanied by a corresponding. rise in 
dollar exchange at London; so that 
the movement may also mean that 
London is in need of more dollar credit 
in New York than is offered in London 
at the time. Of course, rising exchange 
rates point to the opposite state of af- 
fairs. 

Funds are transferred to a foreign 
country by purchasing its exchange, 
and are brought home again by selling 
foreign exchange. Consequently, any 
transaction which necessitates the move- 
ment of bank credit from a foreign na- 
tion to the United States in any con- 
siderable amount—such as the pur- 
chase of our stocks and bonds by for- 
eigners, short term loans made here 
for the account of foreign lenders, col- 
lection of payment for our exports, 





payment of service on the war debts, 


Intimate Letters of a Washing- 
ton Journalist and His 
New York Broker 


(Continued from page 89) 








and areas, I think the market is going 
to do something pretty soon. You see 
it is very simple if you will only take 
this chart business seriously. 
averages have been fluctuating within 
a very narrow range for several weeks, 
and it certainly is beginning to look 
like real, genuine, inside accumulation. 
Now if the market during the next 
week or so breaks out through the roof 
of the supply level, we are bound to 
have a big upswing. Of course there 
is the chance that I am slightly wrong, 
and the movement may break out on 


the downside. However, if that is the 


case, it is quite apparent that the pert 
immediately preceding was not acc 
mulation It was distribution. 
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1. You and Your Broker 


Discusses every phase of the re- 
lationship between your broker 
and yourself. Describes _ what 
you should watch in entering an 
order, in checking statements and 
in attending to routine matters 
on your account. 

2. When to Sell to Assure 
Profits 

Goes into detail concerning the 

fundamental factors that affect 

security values. Covers explic- 
itly the important principle ne- 
glected by many investors (who 
too often are only good buyers) 

“When to Sell to Assure Profits.” 

3. How to Invest for In- 
come and Profit 

Explains the fundamental prin- 
ciples essential to profitable in- 
vesting under the new market 
conditions. Written during the 
depression, it outlines the new 
policies and procedure necessary 
for profitable investing in these 
times. 

4. How to Secure Contin- 
uous Security Profits in 
Modern Markets 

Will be especially appreciated by 

every businessman, investor and 

trader—for it contains the prin- 
ciples upon which the experts of 

THE MAGAZINE OF WALL STREET 

base their judgment in the selec- 

tion of securities. 

5. Financial Inde pend- 
ence at Fifty 

Outlines successful plans for in- 
vestment and  semi-investment 
through which you may become 
financially independent. Shows 
how to budget your income; to 
save; the kind of insurance most 
profitable, etc. 

6. Necessary Business 
Economics for Success- 
ful Investment 

Sets forth the significance of 
supply and demand, the effect of 
good and bad crops, the ebb and 
flow of credit and similar fac- 
tors which should help you to 
recognize and take advantage of 
the trend. 


7. Cardinal Investment 
Principles upon which 
Profits Depend 


Tells how to put your financial 
house in order—how to make 
your plan and carry it out after 
it is made. Bridges many dan- 
ger spots which otherwise could 
be avoided only through costly 
experience. 


8. The Investor’s Diction- 
ary 


487 words and expressions clearly 
defined. Includes every word or 
Phrase used in security transac- 
tions. Gives reproductions of all 
the ordinary documents used in 
paying and selling stocks and 
onds. 








INVALUABLE 


to the Investor, Trader 
and alert Business Man 


Nev you can apply the knowledge and ex- 

perience gained over 25 years of success- 
ful market operation to your own individual 
problems |! 


Here, in one compact set of volumes, The 
Magazine of Wall Street brings you the sub- 
stance of all fundamental and advanced principles 
and proven methods that govern modern security 
trading and investing. 


Whether you're a seasoned veteran of the 
Crash or a hopeful beginner, the frank discussions, 
charts, tables and graphs will prove of tremen- 
dous assistance to you in keeping your account 
in the “black figures”. 


Facts—practical examples—definitions—con- 
crete suggestions—make this library invaluable! 


As a special offer, just send ten dollars for 
this complete set of 8 volumes. Bound in rich 


dark blue, flexible fabrikoid, lettered in gold, it 


is a handsome addition to any library. 


The Complete Set of 8 Books 810 


Individual price of When 2 or more books 
each book $92.25 are ordered. Each $1.50 


Clip Out and Mail This Coupon Today 


SSR RS SS SSS SS ESTES STS SESS SSS TST 
Nov. 12 


THE MAGAZINE OF WALL STREET 
90 Broad Street, New York, N. Y. 
Please send me your complete library Please send me books as listed above: 
5 Nos. 1-2-3-4-5-6-7-8. (Simply check 
of 8 Standard Books on Security || books desired, remitting $2.25 if only 
‘ ‘ one is ordered, or $1.50 each if sets 
Trading and Investing. of two or more books are ordered.) 


(1 $10 Enclosed. Enclosed. 





It's hard for a Hungry citize 


Tue boy whose stomach is empty cannot be expected 
to do good work at school. Babies undernourished 
through another winter may be handicapped by frail 
bodies through life. The hungry father of a hungry 
family is hardly the man to seek employment with per- 
sistence, or to do well on the job when he gets it. 


Before you can save a man’s soul it is often necessary 
to feed his body. You have no right to expect the civic 
virtues of patience, courage and honesty from starving, 
freezing men and women. If they preserve a just attitude 
towards the laws of the city in which they live, it is a 
miracle. 


This winter, as never before, it is the duty of all who 
are well-clad, well-housed, and well-fed to help the less 
fortunate. The fact that you gave last year, and the year 
before, does not lessen your responsibility. The fact that 
you cannot afford a large contribution must not deter you. 


The upturn of business with a gradual improvement of 
economic conditions does not remove the crisis of this 
moment. Emergency appropriations by the federal gov- 
ernment amount to $300,000,000, but they meet only half 
the increased nacional needs for human relief. 


The rest is up to you! 


be a (jJo0d 


(1igg 


How will your dollars be used? First of all, they wi 
feed the hungry, and relieve the absolute want of the un 
employed. 


They will be used, also, to take care of the sick 
aged. They will help to maintain hospitals, orphanage 
and schools. They will make possible clinics and vis iti 
nurses. 


The dollars you give are invested in the forces of ai vl 
zation right in your community! ‘ 


WELFARE AND RELIEF MOBILIZATION, 198) 


The Welfare and relief Mobilization for 1932 is a cooper 
tive national program to reinforce local fund-raising for hii 
welfare and relief needs. No national fund is being 
each community is making provisions for its own people; eat 
community will have full control of the money it obtains. a 


Give through your established welfare and relief org ania 
tions, through your community chest, or through your lt 


emergency relief committee. 
sical 


Z 


Chairman, National Citizens’ Committee — 


This winter, as never before, support your local 
Community Campaign 











